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WO RLD NEWS 

Swiss judge plans 
to indict Benazir 
Bhutto for money 
laundering offences 

A Swiss fedaral Judge said he 
bitended to indict former Pakistan 
prime mirtister Benazir Bhutto and 
her husband AO Zardert for money 
laundering otiances linked to corv 
' tracts signed with Swiss compe- 
nies.Pa^2 

GMaa has BO plans for IMasts 

Chinese president Jiang &min 
said Begaig did not intSTKi to 
resume nuclser tasting despite the 
recent tests by India. Hs longstand- 
ing rival, and PaMatan. Page 4 

Ranca bcss Wbrid Ctqt chaos 
France teed the prospect of 
severe transport disruptions during 
the football WbtU Cup as a train 
drivers' union threatened to 
the pitots of state-owned Air 
France on strike. Page 2 

Hove to revive fivo-IM talks 
The European Union began telks 
wttti 12 Medterranean partners in 
an effort to revhre the Eurt>Medi- 
tsrraneen initiative. Page 8 

BBriopia-BIbea dfsiMite woraeas 
The border dispute bdween Bhio- 
pia and Eritrea exploded into 
aS-outwartee. Pages 

BaUe over anasttons 

Europe's petroleum industry is los- 
kig a battle to resist demands by 
the European parliament tor man- 
datory cuts in the amount of sul- 
phur in pdrol and diesel from the 
middle of the nwct decada Page 2 

lUy's reform bid Ms 

Italy’s third attempt In 15 years to 
reform Its wecJc system of govem- 
'■m ment coHapsed, amid a mass of 
political racrlmtnation. Page 2 

B^jfaig aiarns about figures 

The Chinese government tokt pro- 
vincial officials to stop fiddling fig- 
laas, fhreateing to jAinish tiiose 
cai^jht fudging China's notortouaiy 
unrelWrIo statistics. Page 4 

Ewt Thuor ia fcirtouiahnf 

Earn Tlrtiim', tomrer Portuguese col-, 
ony armsxfKi by President Suharto 
in 1975. isto remsinan integraM 
part of Indonesia. Prealdent BJ. 
Habibia said. Pioe 4 


USlBr w**w" b u4 lorT dOlB' 
Nominations for toe June 25 elec- 
tions tor the new Northern Iraiand 
assembly clo^ vntii toe pro-Brit- 
ish Ulster Unionist party running 48 
candidates and Contes^ all 18 
ebc-member districts. Page 0 

Miasfeig uranium ‘naver adstad’ 

The troubled Dotmreay nuclear 
complex in Scotland sought to 
eiqaltdn why a large qumrtity of 
M^ly enriched uranium which it 
admits is una c counted ter almost 
certalhty never existed. Page 9 

Move to quash Marcos JbR (enn 

The Phlltopine government said it 
had racommended the Suprame 
CoiBt to set aside a 12-year Jan 
tBtnLBgatost former first lady 
fanelda Mareos and acquit her of 
corr u pt io n charges. Pb^4 

1,188 Mad in. Jakarta riots 
tnddneaie^ offielat human rights 
I, bbtbfsaadl.lBSpeoplewereHlled 
, jh In itplfng which hit the capital Jfidc- 

. . arta.lBSt month. Page 4 

: niatamto imam Chbm^ status 
'president BM Cttoton said he 
Tt>:^0)ended to renew China's Most 
/^f^vomad Nation status. Page 6 

'^Bnaads tMays tobacco re sWcfi o n s 
' - MOiviada wm ban all tobacco spon- 
- ''-iatishlp In five years, but is ghring 

' iliWRts such as motor racing and 
. Ite concerts a reprieve from 
• ; matrietions ptBVtad for this year. 
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BUSINESS NEWS 


Russia surprises 
bond markets with 
$1.25bn offering 
in face of turmoil 

Russia took toe imernattonBl bond 
martets by surprise yesterday with 
a $1.25bn offering priced at dmost 
twice the premium it paid smBsr 
this year. The issued timing caught 
bankers unawares in the ll^ of 
the recent battering Russia has 
taken on the foreign exchange 
marketa. Page 14 

NBnar Breup advisers have asked 
the UK Takeover Panel for dartfi- 
eation from German group Axel 
^nger, which two weeks ago 
sdd it was considering a bid for 
the British tabloid newspaper pub- 
lisher. Page 15 

TsHabs, toe US telecom equipment 
company, unveiled a $7bn acquiei- 
tion of rival Ciena. The aB-etod( 
purchase spurred WbH Street 
enthusiesm tor otoer equipment 
makers. Page 15^ Wal Streei^ 
Page 34 

AT&T: More than a quarter of 
managers at toe US telecoms 
company are set to quit tots year 
under an early reUrernent deal. 
Page 16; Lei^ Page 14 

Boeing said it had fallad to find 
new customers for the McDonneO 
Douglas MD-11 aircraft and would 
stop making it in 2000. Tliie entails 
the potential loss of neariy 4^000 
Jctos and signals the virtual end of 
cfvfl aircraft developed by McOon- 
nel Douglas. Page 8 

Newbridge M e twoi fcs shares Ml 
5 per cent to C$39.30 after the 
Ccffiadlan telecoms networtckig 
equipment maker reported a 
C$18m (US$124m} net loss for the 
year. Page 18 

YamaicM Sacuffies’ auditors are 
bdng sued for misconduct by 
toveshas in the felled Japanese 
broker. Pa^ 14 and Lax 

todonesht'e ptfvat to alloii 
programnM eparkad another row 
as it erriat^ that the j^rTSvlous 
atirntatistraSoh aBcratly agreed to 
Bell Itodadau Steel to Indie’e tsf^ 
JiJBt before ttc-prasident Suharto • 
quit Page 14 

HjfundM Baelreiiics has halted 
chfo prodtietion temporertiy to help 
M a glut and shore up telling 
pricee. Samsung arid LG Senticon 
are expected to foNow. 

Page 19 

Peregrine hiy eitewnH* pcovlBiote 
Rquktators have sold the collapsed 
Aslan investment bankte stake in 
‘rts PhiHppines venture to ATR 
Group. Page 19 

Arthur Andereea has scrapped Its 
plamed takeover of wnde Sapte, 
indicating that departures from the 
Cify of London law tern had 
ctanged the buskiese since toe 
deal was announced. Page 14 

The music iadBiIfy is atm aoo lting 
a technology to identtly digital 
musical signals. Further tests will 
delay toe adoption of an industry^ 
wide digital identmeation system 
by up to ^ months. Page 8 

UoyiTs of Londoa to poised to 
admit multinatlonato' captive insur- 
ance arms - a move that woted hit 
other captive donrdeiles such as 
Bermuda and Gibraltar. Captivee 
are eel up to look after parwit 
company Insurance needs. Page 9 

Bho Aicies^ . .. . 

•AconwWwBiw staiMcdiiiAto to 
^eiio o na n c ygns, camkiQlon^. 
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Serbs step up crackdown in Kosovo 


By DavM Buchaa Is iMdm 

Nato antes yesterday accelerated 
plans to sea! off Kosovo as Serb 
seeority forces intensiiied their 
crackdown on ethnic Albanian 


Nato speeds up plans to seal off province amid reports of 
40 deaths and sharp rise in refugees arriving in Albania 


Bat a deefsioa <» Nato troop 
deployment could be delayed 
urrtsl tbe wid of the month while 
the allies wait for military 
advice. 

Serb security fvees yesterday 
said they had dealt "a heavy 
blow” to the Kosovo Liberation 
Army in a five-day operation in 
the south-west of Kosovo, the 
southern province of Serbia 
whidi is part of Yugoslavia. Tbey 
said 40 petgile bad been Mtiai, 
including two Serb policemen, 
lliat would bring the deatii toll 
to more than 250 since Mardi. 


Serb forces reduced the town of 
Decani to rubble, aceoiding to an 
ethnic Albanian leader. News 
agencies dted Serbian sources 
who said they had shelled houses 
because they lacked the man- 
power to didodge KLA liters 
by OthW wiwawR 
In Brussels, ambassadors of the 
16 Nato allies promised to speed 
qp plans to train finntier gturds 
in Albania and Macedonia, which 
bordw Kosovo. Nato eontingeney 
plans envisage a force that would 
deter Yugoslav and Serb forces 
fiom pursuing the KLA into 
Albania and Macedonia, and cut 
anus supply lines to the KLA. 
But the allies are seddng mili- 


tary advice before deciding 
whether to send a significant 
Nato force into or near Kosovo. 

The Uhited Nations Commis- 
sion fix' Refugees (Ul^GR) said 
2jxn ref u gees aziived in northern 
Albania nwwnt gh t, bringli^ the 
number of refug^ who fled 
there since last week to 3,700. 
Albania’s ATA news agency said 
another 3,000 refugees were 
aniroachiDg the border. 

Nato said it had received 
reports that "describe even more 
violence against civilians than 
has been In the press'*. They 
include reports of attacks on 
minority Kosovar Serbs by the 
ethnic Albanian majority. 


enraged by the government 
r^iression. This bacUasta is hav- 
ing repercussions in Belgrade, 
the Sertian capital, where a local 
newspaper reported yesterday 
that 100 Belgrade policemen bad 
been sacked for refusing tu be 
drafted to fight in Kosovo. 

The upsurge in fighting hus 
undermined the US-sponsored 
talks between the Belgrade 
authorities and Ibrahim Rugova, 
the moderate leader of the ethnic 
Albanians, though they are 
expected to meet again tomurrow 
in Pristina, the capital of Kosox'o. 

Albania, like the west, has 
backed autonomy for Kosova 
within Serbia or Yugoslavia, 


rather than independence, for 
fear that it might be destabilised 
by the emergence of a second eth- 
nic Albanian state. 

But hit by the influx of refo- 
gees, the Albania government 
last night called for International 
intervention "to stop genocide”. 
President Bill Ciinton said last 
week the US “wfll not tolerate 
another Bosnia in Kosovo”, and 
Tbny Blair, UK prime minister, 
said yosUrd.iy Nato “could not 
afford to have a situation of dis- 
order spreading” in the Balkans. 

However, a Nato official said 
that contingency plans for Nato 
troop deployment in Kosovo 
would not bo ready in time for 
ne.vt week's meeting of alliance 
defence ministers. 

Edit^ Commlint 13 


100 feared killed in German rail crash 



The Deutsche Bahn train was travelQng at 200liph on spedelly upgraded track In Lower Saxony whan 9 hit a btfoge which collapsed. There were 500 passengers on tMerd. 


Petwe: Reuters 


tor Raqrii Aftfas to Bmu 


4t least 100 were feared . killed 
and 300 tejured in one of Gerr 
many’s woirst post-war rail acci- 
dents yesterday, when a hiefo 
^leed Intercity Express from 
Munich to Hambuig crashed into 
a bridge in the north of the 
county. 

The' Deutsche Bahn train, trav- 
at about 20Gkph (IBSoiph), 
was derailed on specially 
mended track near Eschede, 
Lower Saxony, before colliding 
with a bridge which then col- 
lafsed. 

The 'force of the crash, just 
before lunditime, ripped off the 
driver's section, concertinaed at 


least four carriages and sent 
wreckage sprawling across hun- 
T.dceds of metres. .Bodies were 
- burled out of the train but dthm 
remained still trapped undw* terns 
of concrete and twisted metal 
hours after the crash. 

Hie train is thou^ to have 
been carrying about 500 passen- 
gers. 

Althougfa the drivee: survived 
and some passengers walked 
away from the wreclu^ one of 
tile first observer s at the site said 
it was *Tiard to see bow .anyone 
could have escaped tmlnjured”. 

It was the first significant 
crash Involving a luxury Inte^ 
City Express train. Sndi trains 
have operated in. Germany since 


1991 and can travel at up to 
280bph. They travel the 960km 
from Munich to Hamburg in Cve 
hours and OT minutes.’ 

Children from two sduxd clas- 
ses were feared to be among the 
dead. The most seriously injured 
were taken by helicopter to hos- 
pitals throughout the region. 

The crash of the ICE884 “Wil- 
helm Conrad ROntgen” dramatic- 
ally reverses the downward trend 
in rail fataiiticB since the mid* 
1970s in a country that has tradi- 
tionally iHided itself on the reli- 
ability at its extensive railway 
network. 

ICEs carry 65,000 passengers a 
day. The third-generation ICEs, 
due to be introduced next year. 


can reach SSOkph. It is thought to 
be the worst train crash in 
w^em Europe for nearly 25 
y&as. 

As more than 1.000 emergency 
workers, mcluding German and 
British soldiers, launched an 
unprecedented rescue operation 
last ni^t Matthias Wissmaim. 
transport minister, visited the 
site. “At this terrible time, all my 
sympathy goes to the depmdants 
of the dead and to the injured,” 
he said. Television stations 
broadcast appeals for blood dona- 
tions. 

Rescue teams woo expected to 
work throu^ the night as acci- 
dent investors sought to identify 
the exact cause of events. 


Early reports suggested the 
crash was caused by a vehlde 
plunging on to the track as a 
result of a separate car accident 
but later the rescue authorities 
suggested the car might have 
foUen on to the track after the 
collision. 

Previously. Germany's worst 
post-war train crash was in 
Munich in June 1945 as 102 were 
killed when a US transport train 
carrying tanks collided with a 
train transpeming German pris- 
oners of war. 

In July 1967, 94 were killed in 
an accident near Magdeburg in 
eastern Germany when a fuel 
train exploded near a passenger 
train. 


German banks face 
lawsuit over assets 
looted by tbe Nazis 


tor JohB AiiMwrs to New YSik 
and Amkeitt Heber to RaBkhirt 


Lawyers in New York y ester d y 
filed a class action lawsuit 
against two large Gmman com- 
mercial banks over allegations 
tiiat tiiey received assets looted 
by the Nazis during the second 
world war. 

Ed Fagan, of Fagan & Ateod- 
atas; a New Yoik law &m that is 
also osgmildng tiie r^iawe action 
against the Swiss bommerclal 
KanVo oat H he was launching a 
“mnltibllllon-dollar” class action 
against Deutsche Bank and 
Dresdner Bank,, which both have 
extensive c^erattons in the US. 

He said the disclosures of the 
last two weeks had dibwn they 
had worked with tbe Nazi r^tfme 
to transfer looted property, 
tTw»i»»Hwg gold teeth feVan from 
coDceniratloa camp tnmatiag 

Deutsche and Drasdner said 
they conld not on the 

lawsuit as they- had . not yet 
received ii. However, the Goman 
hankB said they had of 
independent historians investiga- 
ting their activities during the 
Nati period, faududing dealings in 
gold. 

Deutsche recently donated 
nMS.6m $3Jbn) to Jewish foun- 
dations as the proceeds from the 
19K sale of gold it pomes te d at 
tile end wmdd war two, which 


may have been stolen from Jew- 
ish victims of the Nazis. 

Campaigners also stepped up 
their demands that the Swiss 
National Bank, Switzerland’s 
government-rnn central bank. 
ghfwilil Tnairp r tyaratlnns jjor itS 

role in the war. 

The renewed pi'cagui’c on the 
Swiss crazies in spite of tbe US 
state departmrait’s publication of 
a report this suggesting 
several other wartime neutral 
nations bore equal moral reqxm- 
S^ility. 

Stuart Eizenstat. the US under 
secretaiy of state who wrote the 
report, praised Switzerland for 
the attempts it had made to 
Investigate the issue over the 
past two years, apparently to an 
effort to convince the Swiss that 
they were not being singed out 
for blame. 

However, the New Yoik-bBsed 
World Jewish Congress, which 
b.-t-e led the wimpalg n on behalf of 
Holocaust survivors, said: “The 
finanriai liability of Switzerland 
seems to be increased. Most of 
the gold vtiiicb went to the other 
neutral countries went throu^ 
tbe Swiss National Bank, and it 
has twidctefirty been American 
and Allied poU^ that the initial 
recipient of stolen goods should 
be responsible.” 


Observer, Page 13 
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- EUROPE - 

Swiss judge to indict Benazir Bhutto 


By Jimmy Bums in London and 
Frances Vinnianis in Geneva 


A Swiss federal judge said 
yosterday tliat lie incended 
to indict Benazir Bhutto, the 
former Pakistani prime min- 
ister. and her husband Ali 
Ziirdnn [or money-launder- 
tn!^' offences link^ to con- 
tracts signed with Swiss 
companies. 

The judge. Daniel Devaud. 
has :iiro3dy indicted a for- 
nier .senior e.vecutive of 
Sociute Ucnerule de Surveil- 
Imice (SGSi. the world's big- 
gest testing and inspection 
company, with money-laun- 


I lnly's third attempt in 
years to reform its weak 
system of government has 
collapsed this week, amid a 
mass of political recrimina- 
tions in Rome. 

Tile failure of the reforms 
IS .1 blow to Itaiy's long-term 
poliiical stability. It may 
also make It hai^er for the 
got emment to push through 
evonomic and structural 
changes linked to Italy's par- 
ticipation in the European 
single currency. 

Since the start of last year, 
n pniDStaking etfort has been 
made to try and rewrite the 
1^ constitution -- a docu- 
ment ivhich. written in the 
aftermath of fascism, con- 
tains too many restrictions 
on executive power to be 
workable. The reform eCTort 
Was spearheaded by Mas- 
simo D'.Alema. the leader of 
the Democrats of the Left 
(DSi. a member of tbe gov- 
erning coalition and the 1^- 
est party in pariiament. 

The fmal draft of the con- 
stitulionaJ reform had been 
haggled over by Italy's 
numerous political parties 
and was littered w ith contra- 
uictluiis and Haws. The pro- 
cess broke dotvn on Tuesday 
night, when SIMo Berlus- 
coni. the leader of the right- 
wing Form Itulia. made clear 
thill he was fundamentally 
opIKwert to Its continuation. 

Komanu Prodl. prime min- 
ister. has long Insisted that 


By Robert Graham in Parts 


Fniiu'e voslorday faced the 
Ilf siotw transport 
■lisrtiptionK during the sue- 
'■i r Wgrlil Cu[i as nne of the 
m:iin iraiii drivers' unions 
tiu'i'iilciii'ii to join the pilots 
Ml si.tie-im-m'il .Air Knuice on 
'iinkc. 

Till* Fgaac. which repre- 
.'•ciiih l.■lu■-lll1^ll of all tniiii 
ilriviTs. uavi.- notice nf plans 
lo ^lrikc .‘w of .Mine in. World 
(.'up in.'iugiiratinn day. 

Ollier ml iinicins repre- 


dering offences linked to 
contracts in Pakistan. The 
executive. Hans Fischer. left 
SGS last October after an 
intcroal company Inquiry 
into allegations of corrup- 
tion linked to Mra Bhutto. 

Mr Plscher is one of three 
individuals indicted with 
money-laundering offences 
since last Friday. Tbe indict- 
ments follow a six-month 
investigation by Judge 
Devaud into two separate 
contracts signed during Ms 
Bhutto's government with 
SGS and its former majority- 
owned subsidiary Cotecna. 
The other two are Robert 


the constitutional reform 
effort is self-conLained and 
that its collapse would have 
no impact on his two-year 
old p.Yeei(tiiv. Tbe events of 
Tuesday have not disturbed 
the financial markets, which 
are only concerned that Mr 
Prodi's centre-left govera- 
ment stays in oQ/ce to fulfil 
the huge budgetary conunit- 
ments it has made to pre- 
serve Italy's participatioa in 
the euro. 

This week's events may 
ev'en have strengthened Mr 
Prodi's position relative to 
Mr D'Alema, who has never 
made any secret that he 
would one day like to be 
prime minister. The collapse 
of what had come to be seen 
as Mr D'Alema's flagship 
project can only delay the 
day. 

In the longer term, how- 
ever, tbe breakdown of this 
reform effort could cause 
problems for Mr Prodi. Ser- 
gio Romano, a former Italian 
ambassador, says Italy's 
entry into tbe emo means 
there is now a huge range of 
economic and structural 
reforms that the government 
roust carry out - reforms 
that Involve job losses, bat- 
tles with the trade unions 
and an overhaul of the coun- 
try's Inefficient public 
administration, "it is very 
hard to see how govern- 
ments can carry out these 
painful reforms unless they 


seating the hulk of tite 
French state railways work- 
force said the Fgaac threat 
was litlle oiore thmi black- 
mail. They said this w.ns an 
attempt to force pay couces- 
siems by threatening disrup- 
tion of the World Cup, and 
refused to let tiieir members 
do the same. 

A spokesuian for the main 
pilots' union. SNPL. said 
there was little prospect of a 
{]uiok .s'olulion to the .Air 
France strike, which crip- 
pled the airline's operations 


Massey, managing director 
of Cotecna, and Jens Schle- 
gelmilcb. a Swiss-based law- 
yer who acted as an agent 
for members of tbe Bhutto 
family. Pakistani investiga- 
tors say Mr Schlegelmilcb 
arranged money transac- 
tions which they ail^ were 
linked to tbe proceeds of 
bribes paid to the Bhuttos. 

In a statement last night. 
SGS said: “The company 
wishes to reassert its Hrm 
conviction that none of its 
executives or employees has 
directly or indirectly partici- 
pated in the alleged scheme 
of bianchiment' [money- 


have strong executive power 
based on some kind of 
mnjorlty in parliament.'' he 
says. 

"The continuing weakness 
of executive government 
raises questions about 
wlvether Italy can maintain 
the budgetary discipline 
required by economic and 
monetary union." Where 
does the reform drive go 
from here? The one certainty 
is that, after all tbe efforts 
made to change it. the exist- 
ing constitution has not a 
shred of le^timacy left An 
attempt to resurrect the proj- 
ect was launched in parlia- 
ment .vesterday. when sup- 
porters of constitutional 
reform began a painstaking 
line-by-liue debate of Mr 
D'.Alema's draft plan. Calls 
are also being made for the 
election of a special coostitu- 
ent assembly to take the 
reforms forward. 

Both initiatives look 
doomed to failure. They 
would ev'entoally be opposed 
by Mr Berlusconi, wbo was 
primarily responsible for 
bringing down this latest 
effort. 

Mr Berlusconi faces a 
range of corruption allega- 
tions relating to tbe opera- 
tion of bis Finlnvest empire. 
He recently began insisting 
that he would only back the 
reforms if they curbed the 
powers of the kind of prose- 
cuting magistrates who 


for a third successive day. 

A second round of talks 
took place .vesterday. indie- 
.iting that both sides were 
anxious to give the impres- 
sion of dialogue as criticism 
tsi.se over the prospect that 
the strike would last into 
ne.vt wee-k. .Air France is the 
ofTicial carrier for tiic World 
Cup. "We are still at the dis- 
cussion stage. The talks that 
resumed this afternoon 
could nut yei be called nego- 
tiations." the SNTL spokes- 
man s;iid. 


laundering]." Jean-Pierre 
Mdon, SGS senior vice-presi- 
dent, said in December that 
his company had paid a 
"siKsess fee" to Mr ScU^iel- 
milch, for assistance in n^o- 
tiating a pre^hipment con- 
tract with Pakistaa. 

SGS subsequently clarified 
that monies were not paid to 
the Bhuttos or their nomi- 
nees but to Mr Schlegelmilcb 
for his assistance in ensur- 
ing that a contract which 
bad been awarded in 199S, 
prior to Ms Bhutto taking 
power, was rendered eR'eo 
tive in terms of perfonnance. 
The contract went ahead in 


hound him daily. 

The centre-left parties 
refused to concede to the 
demand. Their grass roots 
supporters believe that, if 
granted. Mr Berlusconi could 
go on to request an amnesty. 
Deadlock over the issue led 
to the collapse of the reforms 
on Tuesday night - at the 
very moment that a Milan 
prosecnJtor was demanding a 
Gve-and-a-balf year jail term 
for Mr Berlusconi on bribery 
charges. 

Unless Mr Berlusconi 
leaves tbe scene, tbe only 
chance of re-lgniting the con- 
stitutional debate will be a 
nationwide referendum on 
electoral reform next year. 

A group of politlciaos - 
including Mario Segni. a for- 
mer Christian Democrat, and 
Antonio Dl Pietro, the ex- 
Milan ra-igistrate are gath- 
ering the 500.000 signatures 
needed to hold such a refer- 
endum. If passed, it would 


Earlier Jean-Cyril Spi- 
netta. Air France's chief 
executive, told French radio 
be could uol believe the 
pilots would paralyse the air- 
line during the World Cup. 
"I am convinced they will 
understand the gravity of 
the situation and we will 
find tbe means for a negoti- 
ated solutioiL" 

Until now the Socialist-led 
government has avoided 
becoming too directly 
invedved in the pilots’ dis- 
pute. However, it has 


1994 after Ms Bhutto had 
come to power. 

Mr Massey has stressed 
that everything his company 
did was "absolutely and 
legally safe". 

Ms Bhutto has denied that 
either she or any member of 
her family engagted in crimi- 
nal activities anywhere in 
the world, and has accused 
the Pakistani government of 
orchestrating a political ven- 
detta against her. 

In a recent interview with 
the FT, she described Mr 
Schlegelmilch as a "filead of 
the family and a respectable 
citizen who due to the abuse 


make Italy's electoral system 
hilly Gist-past-the-post, abol- 
ishing the 25 per cent college 
that is still elected on pro- 
portional representation. 

Mr Romano believes that 
of itself, a move to a totally 
first-past-the-post system 
would not guarantee parlia- 
mentary majorities. Italy 
stfl] has a mass of smaller 
l»rties. one of which would 
be unlikely to command a 
majorit>' of seats under such 
a system. 

But he believes a success- 
ful referendum would trigger 
a fresh start to the wider 
process of constitutional 
refonn. "It would make clear 
to the politicians that the 
public wants a new pobtical 
system, that It understands 
the need for strong govern- 
ment and that other consid- 
erations must be put aside to 
make sure Italy gets It.” 


Eifitorial Comment, Page 13 


approved plans whereby Air 
France seeks to cut costs by 
pruning FFrSOOm I.S84ffl) 
from the airline's wages bill 

Despite tough suggestions 
from Jean-Pierre Ctaevene- 
raent, the interior minister, 
that air force pilots be 
drafted in to fly Air France 
aircraft, the government is 
far from united behind such 
proposals. 

Tbe treasury is ansdous to 
see Air France return to 
financial bealtb and open up 
to outside investment 


of the international le^I 
system has had his life 
destros'ed". 

The Indictments in tbe 
Bhutto case have been made 
under a section on money- 
laundering in the Swiss 
criminal code. 

This dermes money- 
ianndering as hiding the 
identmeatioD of assets 
which the alleged offender 
"knew or should have 
known” came from a crime. 
In the Bhutto case, it is 
alleged payments made on 
bdialf of l^e Bhuttos ema- 
nated from the proceeds of 
corruption. 

Petroleum 

industry 

losing 

sulphur 

battle 

^ Midiael SmiBi in Bnissels 

' Europe's petroleum industry 
, is losing a multi-milllon-dol- 
lar battle to resist demands 
by the European Pariiament 
I for mandatory cuts in the 
amount of sulphur to be 
allowed in petrol and diesel 
from the middle of the noct 
decade. 

EU countries have sig- 
nalled readiness to agree to 
parliament’s call to convert 
"indicative" snlphur targets 
for,200S into bin^g require- 
ments as part of n^tiations 
on a programme to cut 
vducie pollution. 

However, they say they 
wni only accept binding tar- 
gets if parliament backs 
down on most of its other 

ripinanriji for tfiiighaning the 

so-caBed "auto-oil” proposals 
QT^inally put forward by tbe 
European Commission. 

The 15 EU nations and par- 
liament will decide Jointly 
tbe ftoal shape of proposals 
aimed at cutting emissions 
of pollutants including nitro- 
gen oxides, benzene and 
ozone ffom 2000 onwards. 
Enropia, the petroleum , 
industry organisation, says ' 
the measures would cost the 
industry EcuSObn (£33.8ba) I 
over l&hyeaFS If implemented ' 
in full inore tiian double the i 
cost of the countries* prapos- I 
als. which were in turn 
toiler than the Commis- ' 
Sion'S plan- 

parliamentary leaders and 
the UK government, holder 
of tbe rotating EU presi- 
dency, are aiming to com- 
plete n^tiations by the end 
of month. Although for- 
mal talks have yet to b^in. 
soundings among EU mem- 
beis indicate a readiness to 
over-ride tbe CommissUm on 
targets for 2005. 

The Commission argues 
that mandatory targets 
should be set only for 2000 
onwards since the scientific 
case for cuts from 2005 <» a 
"cost effective” basis will 
only be made in a second 
auto-olI programme getting 
under way. 


Italy’s efforts to reform end In 
failure and recriminations 

Prodi’s push for economic and structural changes linked to the 
single currency may be hampered, reports James Blitz 



D'Alema: w ea kened poWealy by collapse of ref orms 


French train drivers in strike threat 
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French to press for 
EU-ECB dialogue 


By Liond Barber in Brussels 


Prance will relaunch its 
campaign today for a closer 
dialogue between European 
Union governments and tbe 
European Central Bank at 
the inaugural meeting of 
fmance ministers from the 
future euro-zone. 

The 11 ministers are 
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expected to discuss the gen- 
eraJ rules of tbe euro-club, a 
timetable for meetings, and 
contacts with other key 
oiganisations sucb as tbe 
International Monetary 
Fund. 

The meeting in Senuingen 
Castle. Luimmbourg. maiics 
tbe first occasion when 
future euro-zone countries 
will gather apart fit)m the 
other four EU members mi- 
tially remaining outside: 
Britain. Denmark. Greece 
and Sweden. 

Though informal and not 
strictly entitled to take deci- 
sions. the new ministerial 
club is expected to evolve 
into a crucial forum for tbe 
co-ordination of tax and bud- 
getary policy among euro- 
zone countries. 

In a gesture towards 
Britain, which bolds the 
rotating EU presidency. Gor- 
don Brown, chancellor, will 
be inrited to give a brief 
introduction before leaving 
the room. Rudolf Edlihger, 
Austria's finance minister, 
will take over the chair. 

Doiniaique Strauss-Eahn. 
French finance ministor, is 
expected to call for r^ular 
meetings between the 
Euro-ll and Wim Duisen- 
berg, ECB president. In 
return, tbe chairman of tbe 
Euro-11 will be expected to 
attend meetings of the ECB 
governing council in Frank- 
furt. The French cam psi g w 
to make the ECB politically 


accountable wtu attract sup- 
port aznoog countries such 
as Belgium and Italy. But 
Germany and the Nether- 
lands remain suspicious 
about French attempts to 
turn tbe new club into a 
political countenveight to 
tbe ECa 

Earlier this year, Germany 
resisted French efforts to set 
up a permanent secretariat 
for tbe euro-club. Instead, 
meetings will be prepared by 
the monetary committee, 
which is drawn finm sento 
treasury officials and central 
bankeis from the 15 mpitihur 
states. 

In addition, tbe Germans, 
strongly supported by the 
British, insist that the Eco- 
fin council of the 15 EU 
finance ministers must 
remain tbe chief decision- 
makine forum on mattera of 
macroeconomic policy. 

Tbe full Ecofin council 
will convene tomorrow and 
prepare the mt>und for the 
EU summit in Cardiff on 
June 15 and 16. 

Ministers will consider 
draft macroeconomic guide- 
lines and a plea 6rom tbe 
European Commission to 
take advantage of tbe recov- 
er to make a fkzrtber reduc- 
tion in public sector deficits. 

Mario Monti, EU commis- 
sioner for the sii^e market, 
will present his pr(^)osed 
directive on the taxation of 
savings which the Commis- 
sion adopted last month. 



SPANISH ‘DIRTY WAR’ TRIAL 


Gonzalez government ‘not 
linked to death squads’ 

A former Spanish security official yesterday dersed in court 

Felipe Gonzalez, was linked to the creation of death squads 
to combat Eta terrorists. 

His evidence contradicted statements made by wrw^ 
leagues during the trial at the supreme m 
-drty war" acthrtttes against suspected Basque separatists 

during the early 1980s. , . 

Rafael Vera, who became number two m tbe interior minis- 
try when Mr Gonzdiez gained power in 1982. pleaded not 
guBty to charges of kidnapping, betonging to an armed group 
and mlsappfopriafion of funds. 

The charges are related to the first uitoercovw ^lon 
oroanised by a group called Gal, or Anli-Terronst Liberation 
qSjk. wS^ Smed 28 deaths between 1983 ^ 1987 
across the Spanish border In south-west France. The area 
was oonsidetwd an Eta safe haven at the time. 

Earlier in the trial, JuHan Sancrtetobal. whom the GonzSIez 
government appointed civil governor of the Basque pro3*ce 
of Vizcaya, admitted re^sonsibHity for co-ordina^^ Octo- 
ber 1983 kidnapping of Santiago Marey. a Spanish-oasque 
nag ident in Frarrca who had been mistaken for an Eta leader. 

Mr Sancristobal the kidnapping had been approved by 
the interior ministry and had been financed by secret goverrt- 
ment funds provided by Mr Vera. 

Nine more co-defendants have also admitted a role in kid- 

kAr hAemat/ smH launch of GSl. ThSV S^ they 




GREEK BANKS 

Job guarantees for unions 

Greece's bank unions will decide today whether to accept the 
Soctafist government's offer of /ob guarantees at Ionian Bank 
and call oft a three-week strike. 

Yannos Papantonkxi. the ecorromy minister, s^ all 4,200 
)Obs at Ionian would be guaranteed for two years after the 
bank is privatised. The bank's new owner would be obliged to 
apply public sector working practices. Induding Ionian's 
schOTe ft}r early retiremenL 

Tbe strike at Ionian appeared to be running out of steam, 
with employees gradually returning to work at branches 
around Athens. 

State-owned Commercial Bank, which controls Ionian, win 
seek approval at a shareholders' meeting next week for the 
sale of a 51 per cert stake thm^ the Athens stock 
exchange. Tenders from private banks would be invited later 
this month. 

Ionian's sale would mark the first full privatisation of a 
state-owned Greek bank under the Socialists’ programme for 
banks and utWtfes. Share packages of araund 35 per cert 
were sold last month in two small state banks, Macedonia- 
Thrace Bank and General Bank. Two more sm^l state banks, 
Cretabenk and Bank of Central Greece, are due to be priva- 
tised over the summer. Kerin Hope, Athens 


TURKISH PREMIER 

Yilmaz to step down this year 

TufkfiY’s prime minister. Mesut Yilmaz. said yesterday he 
would re»gn by tire erxl of this year to allow the formation of 
a caretaker administration ^lead of early general elections to 
be held next sirring. 

Mr Yilmaz's armouncement was widely expected after he 
began talks in Aprft with a key opposftion leader. Deniz 
k^, head of the centre-left People's Republican party. 

Mr B^kal, who holds the balance of povirer in parliament, 
wants Mr ’filmaz to harri over to an interim government of 
independent technocrats before elections, in return for his 
party's support for economic reforms blocked in parliament 

However, members of Mr Yilmaz’s Motherland party warned 
they might not back the pad Since taking office last July at 
the head of a three-party mirKxity coalition. Mr Yilmaz has 
Often promised early elections. John Barham, Ankara 


EORBGN INVESTMENT 


Xerox builds Irish operations 

Xerox, ftie US Informatio n technology company, fe to create 
2,200 jobs in Ireland in a i£200m {S286m) investment setting 
up a manufacturing and technical support centre for its Euro- 
pean operations. 

The investrnent in Dublin and Dundalk, on the border wttii 
Norttiem Ireland, is one of the largest of recent years, aid 
underlines Ireland's continuing attraction as a location for US 
companies despite the skills shortages in some sectors. 

Mary Harney, the deputy prime minister, said 1,500 jobs 
would be created In Blanchardstown in Dublin and 700 in the 
economically depressed north-east tn Dundalk. 

Ms Harney said the Ulster peace agreement provided 
grounds for hoping for greater investment in the border coun- 
ties. north and south. John Murray Brown, Dublin 


DirrCH PETROL STATIONS 


Brussels begins inquiry 

The European Commission opened an investigation yesterday 
into R 12^ (S64rT]) of state akJ provided by tfie Oul^ gov- 
ernment to 6M p^ol stations near the German border. 

The Dutch government says tiie subsidies, due to last until 
July 2000, feu below the thr^old which triggers EU reguta- 
tion. Each station wHI receive less than Ecu100,00a 9111,000) 
throughout the duration of the plan. But the Commission said 
ttie aid might affect cross-border competition. 

The aid is meant to compensate the owners of petrol sta- 
tions for the loss of laziness caused by a July 1997 mease 
in p^rol taxes. Stations near the border we believed to have 
lost sales to nearby German petrol outlets. 

The amount of the subsidy to each station is Rr«ed to the 
volume of sales and the distanoe from the border - the nearer 
the border, the higher the subsidy. Samar Iskander, Brussels 


CENTRAL BANK HEAD 

Finnish coalition conflict 

A poiiticai row has broken out in Ftniand over the appointment 
of a new head for the central bank, posing a threat to the rul- 
ing five-party coaUtion's coheskm. 

The conflict was triggered by the departure last week of 
Serkka HSmStSinen, Bank of Finland govomor, after her 
appointment to the European Central Bank's executive board. 

Dfsagreernent over her succeesor has turned Into a stand- 
off between the Soda) Democratic party, which hadw the 
codition, aid the Consanrative party, its chief partner, ahead 
of ned year's generd aiection. 

The dispute hb^ on the refusal of the Conservativss. led 
by the finance minister, Sauli Nflnisto, and the main oppoa- 
tion Cenfes party to sanction the appointment of a new mem- 
ber to the bank's board toliowing Ms Hfengidinen's move. 

The two parties say a fifth appointee is imnecassary as 
many of the bank's l^ mon^^ powers will shift to the 
Frankfurt-based ECB by wrtue of Finland's partictpation In 
European economic arxl monetary union. Mtrtvor 
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.9'*'SIS PM GOES TO FRANCE AS SHARE PRICES RALLY 


Moscow to boost 
shareholders’ rights 


By Oirystfa Freeiaiid 
^ Jita Thomha h Mowiw 

Russian authorities vowed to 
crack down on bankrupt 
companies and beef up pro- 
tection of shareholder ri^ts 
yesterday, amid tentative 
Signs that the national finan- 
cial crisis was pagin g 

Russian share prices made 
sharp gains for the second 
day in a row, following last 
week’s sharp fells, and trea- 
sury bill yields eased, 
prompting hopes that the 
financial storm which last 
week pushed interest rates 
to 15b per cent was abating. 

The RTS, the leading stock 
market index, rose almost 
8-5 per cent 

in a display of sang froid, 
^rgei Kiriyenko, prime min- 
ister. went ah^d with a 
scheduled visit to Prance, 
saying the economy was 
robust enouidi to withstand 
his absence. 

“1 am not afraid of leaving. 

I am absolutely certain that 
the situation is und^ con- 
trol,” Mr Kiriyenko said 
before leaving for Paris, the 
news agency Interfax said. 
“All members of the goveni- 
ment and the central hanfc 
know their duties and are 
coping with them wonder- 
fully.” 

In another sign of the cabi- 
net ’s confidence, Mikhail 
Zadornov, finantw minister, 
reiterated the government's 



Zhdomev. no moce m set«M . 


repeated assertions that it 
was not seeing weston aid 
beyond the latest tranche of 
a |9.2bn International Mone- 
tary Fund loan. 

Referring to the possibility 
of a western emergency 
credit, he said: “We have 
decided as a matter of princi- 
ple not to do this.” 

However, the h^ef *hgt a 
western aid p««*^vgg^ is forth- 
coming undeiplnni^ yester' 
day's market stahilisation. If 
no suipoit materialises over 
the next few weeks, inves- 
tors could again grow jxttay. 

The average annualised 
yield on a new 343-day 
trandie of treasury hiik was 
54 per cent while one-we^ 
tre^uiy bolls sold for imder 


Spanish budget 
deficit ‘will be 
below' target’ 


By David WMts in Madrid 

Spain's centre-right govern- 
ment has countered repcxts 
of looming budget prohlems 
by forecasting that the defi- 
cit this year wUl be well 
below the figure it sulmiitted 
to the European Union for 
tlie start-up of the single cur- 
rency. 

Rodrigo Rato, finance min- 
ister. said he could “guarsn- : 
1ee“ that the overall pubfic 
sector deficit would be 
Pta250bn (SLTbn) bdow the. 
tai^ laid down in Bpnin's 
convergence plan. 

He rMhsed to oomment on 
reports in the newspaper El 
Pais that the prime minfa- 
ter's bu^et oEDoe had pre- 
dicted th^ would be a slip- 
page in the deficit over tte 
next few years. 

Publication of details from 
the alleged budget <^ce do& 
ument revived a dispute 
stirred up last month by the 
opposition Socialist leader, 
Jose BorrelL He had accos^ 
the government of disguis- 
ing a budget shortfall by 
manipulating its social secu- 
rity’ accounts. 

It also raised fresh contro- 
\ersy about the role of Jose 
ppraa. a velCTan eccauxoics 
professor whom the prime 
minister, Jose Maria Aznar. 
called in two years ago to 
bead a special budget advi- 
sory unit attached to his 
owm staff and separate from 
tbe finance ministry. Mr 


Borrell’S attack m tbe gov- 
emment’s record was also 
allied to be based on esti- 
mates leaked from Mr Bar- 
ca’s office. 

The anthenticity of the 
material published by £1 
Pais could not be c onfir med. 
Tbe document su^eated 
that tbe public sector deficit 
would increase to 2.S per 
cent of gross domestic prod- 
uct in 2000, ccHnpared with 
the 1,6 per cent target laid 
down in the convergence 
plan approved by Span's EU 
partners last year. 

According to El Pais, titw 
estimates reflected extra 

^jiwnriing ffnmTnTtmante SUCb 

as the switch to fhity proAs- 
sUmal anned f oroes. Mr Rato 
said he had no knowledge of 
any such document ’*We are 
not worried,” be added. 

He said expenditure con- 
trols and accelenting eco- 
nomic growth would enaUe 
Sp^ to reduce its overall 
public sector deficit ttds year 
to 2.2 per cent of GDP. Hus 
compares with a below-tar- 
get figure of 2.6 po* cent last 
year and a budgeted defidt 
of 2.4 per cent tfads year. 

Spain's- convergence plan 
contained a prediction of a 
1997 deficit d 3 per cent - in 
line with the requirement 
fhr aid(g)tiDg the euro *■ and 
25 per cent this year.-falUiig 
to 2 per cent next year. But 
Mr Rato said the govern- 
ment intended to revise its 
forecasts downwards. 


Dutch growth 
at 7-year high 


r-- 


By eonlon Cmmb to AtmleRlM> 

The Dutch economy grew 42 
per cent in the first quarter 
of 1998 year<in-year. the 
strongest rate in seven 
years, driven by vigorous 
consumer demand and exp- 
ansion in information and 
communi cati ons services. 

Hie pace picked up from a 
ypar-txt-year rate of 32 per 
cent in the previous three 

„ months, according to prelim- 

inary figures for gwss 
domestic product yesterday 
from the official Statistics 
Netherlmids agency. 

It prox-ides a favouraWe 
picture for leaders of the 
three-party coalition of 
social democnits, cen™ 
refarraers and free-market 
liherato. in negotiations M 
foniUng a new government. 

The coalition, in power 
since 1994 and interaation- 
ally praised for its economic 
achievements. Is 
agreement on a detail^ 
spending programme alter 
improving its standing in a 
general election last 
Analysts expect thP hl^ 
growth rate to be ma^ 
lained in the current Quar- 
Jter. That is not least becau^ 
the country is now free 

suine fever epid«mc wmeh 


last year hit pig rearing. 

. Figures for household con- 
sumption yesterday showed 
a 2.9 per cent volnme 
ii VT rvR S** in tl^ quarter com- 
pared with tbe same period 
of 1997- Purchases of con- 
sumer' durables were ah e ad 

by 28 pm* cent, and went 
into applicmces and funiisb- 
ing ratiier than ckjfhes. 

- Consumer confidence is at 
its hl^^ since calculations 
began in 1972 Figures Ear 
May indicate that the Dutdi 
expect a further improve- 
ment in the economy over 
the next 12 months. 

i wawnfae turers are not so 
sure. Latest data Aow pro- 
ducer cenfidenee dipped in 
April, resuming a retreat 
from the second half of last 
year. That was attributed 
mainly to pessimism over 
companies' ability to secure 
productivity gains. 

The numbv -of registered 
mr^Ynployed is at its lowest 
since 1981, and stands some 
39 per cent below its latest 
peak of four years ago. 

Wage inflation is rising, 
however. According to the 
employment muilstry, collec- 
tive pay deals for 1998 are so 
fer avmaging 29 per cent 
compared with L8; per cent 
last' year. 


40 per cent Last week, sfields 

rocketed above 60 per cent. 

“Of course, it is too eariy 
to say the crisis is behind us, 
but -we do see some pc^ve 
trends I am cautiously 
optimistic about future 
develcjiments,'’ said Dmitiy 
VasOiev, tbe head of the Fed- 
end Securities CommisKion, 
the Russian stoefcmarket 
watchdog agency. 

He promised more rigor- 
ous protection of share- 
holder ri^xts end said bis 
commisaon would bar Rns- 

eiafi A mwi a>«r<inr | 

to fnt^maiinnal /st pital mar . 

kets unless their finawHaT 
repmis wen of a 8affieien.tly 
high standard. 

fri a ftzrther effort to boost 
investor confidence in the 
Russian economy. Geoigy 
TaL head of the federal 
haiwin -i m^^ agency, ontlined 
new f^-tradc bankruptcy 
procedures. He also 
four companies his agency 
has tainted for bankruptcy. 

Ineffective bankruptcy 
rules and poor protection of 
•harahnWar H gWa an tWO Of 

the biggest criticisms lev- 
elled against the Russian 
SCODODiya 


Ankara cracking down on the ‘Anatolian lions’ 


Pro-islamic businessmen see a conspiracy against them by 
Turkey's western-oriented institutions, writes Kelly Couturier 


I f a prosecutor in Ankara 
has his way. Etrol Yarar, 
chairman ctf Tmk^s pow- 
erful pro-lslamie business 
association, will go to 
prison and his organisation 
win be dissolved. 

Ur Yarar and his Indepen- 
dent Industrialists anH Busi- 
nessmen's Areociation, 
knows as Mosiad, are the 
latest targets a military- 
backed state crackdown 
against religious radicaUsm. 
Over the past year, it has led 
to the Varining of Turkey's 
largest political party, and 
the JaHiog or prosecution of 
several Islamist p^itieians. 

Charged with, “inciting 
hatred «winng the public” in 
a speech lest year, Mr Yarar 

far-oj 2 waT<miTwi th riwi . y nat- 

prison term if ftnmd guilty. 
The state security court 
prosecutor in the same case 
>iwe demanded that Mnsiad 
be closed down, on the 
grounds that Mr Yarar’s 
9>eech violated a law gov- 
erning assodaticRis. 

Muslad, which mainly rep- 
resents «gwifln awfi jnediom- 
sised enterprises based in 
central Anatolia, has, six^ 
its establishment in 1990, 
presented itself as a geo- 
graphical and ideological 


altenative to Turkey's busi- 
ness establishment based in 
Istanbul 

Musiad’s nearly 3,000 
members - representing 
10200 businesses and 600200 
employees • largely support 
pro-lslamie business prac- 
tices. including interest-free 
transacticDS. 1%^ have also 
challenged Turkey’s west- 
ern-oriented business cli- 
mate, preferring to promote 
trade xvith east Asian and 

MftRlPTW nwtinna 

Ihe association reports a 
investment capital 
of 62bD and emnbined yearly 
exports of gebihtTbn. It has 
alleged that secular state 
instftutioDS and powerful 1st- 
anbnl industrlallste have 
conspired against it, fearing 
tbe growing economic 
strength of the “Anatolian 
lions” ofMusiad, as the asso- 
ciation's members are 
dabbed. 

A senior Musiad official 
said sudi a conspiracy was 
behind the court's move to 
dissolve the association. 
“Such pressures are pro- 
voked onr competitors in 
Istanbul. Those conglomer- 
ates used to have tbe whole 
cake, and they don't want to 
share It,” he saiA 


Mu^d dMiiiw close Iteks 
to Turkey's new pro-Islamic 
political movement, the Vm 
tue party. 

But many in the associa- 
tion endorsed the former 
Islamist prime minister, Nec- 
mettin Erbakan, who led a 
brief pro-islamic coalition 
firom June 1996 to June 1997. 

Mr Erbakan stepped down 
under heavy milHary pres- 
sure after refusing to enact 
anti-Islamist measures. His 
Welfare party, which took 
the most votes in tbe 19% 
genera] election, was snbse- 
qnenlly banned for anti-sec- 
ular activities. 

17x6 Virtue party r^roups 
most members of Welfare. 
Mutiad members have gm- 
erelly detoxded the views of 
Turkey's sizeable conserva- 
tive religions commimity 
and have spoken out against 
the state’s ctadtdown. 

In the speech that laniiptt 
him in trouble, Mr Yarar is 
said to have likened support- 
ers of an education reform 
aimed at laiaKhing enrolment 
in religious secondary 
schools to dogs atxd to have 
sworn to wa^ a 'liberation 
strug^e” attest the reform. 

Many retigipus conserva- 
tives resent the education 


reform and other measures 
taken b>’ the government of 
Mesut Yilmaz. the prime 
minister, over the past year. 
They include stricter 
enforcement of dress codes 
that ban Islamic attire such 

as taeadscarves in public 
h nilding e and universities. 

Mr Yarar Joins a list of 
prominent pro-lslamie fig- 
ores to be targeted by courts 
In the crackdown. Mr 
Erbakan, who was banned 


‘Our competitors 
in Istanbul used 
to have the whole 
cake, and don’t 
want to share if 


from politics after Welfare's 
dissolution, and the Istanbul 
mayor, Re^ Tayyip Erdo- 
gan, are also facing lawsuits 
based on speeches or public 
statements they made. 

A number of pro-lslamic 
mayors are currently serving 
prison terms on similar 
charges. 

Mr Yarar, 39, a Musiad 
fouxxdiixg member, described 
the charges as “another vio- 
lation of freedom of repres- 
sion” and called on all par- 


ties in Turkey to condemn 
the action. 

The slate’s action against 
Musiad is not the first to ta^ 
get pro-lslamic businessmen. 
In April, police raided the 
offices of Dost Insurance in 
several cities and deUiincKl 
about 16 businessmen sus- 
pected of giving financial 
support to Islamic activists. 

Musiad officials report an 
outpouilng of support for 
the association in the wake 
of the court rase, from busi- 
ness associations, chambers 
of conunncp, rights organi- 
sations and industrialists at 
home and abroad. 

Omer Bolat, geoeral secre- 
tar>’ of the association, said 
care should be taken that 
the Turkish economy was 
not banned by the current 
”dcve]opments in the politi- 
cal field”. 

A political commentator, 
Ilnur Cevik. editor of the 
English-language Turkish 
Daily News, echoed that con- 
cern. “Now it seems (the 
autboritiesj have decided to 
act and deal a blow to 
Musiad. However, they liavc 
to be aware that such a 
move will be a blow to Ana- 
tolian capital and will create 
much resentment and alien- 
ation at a time when we 
have to maintain unity and 
solidarity in our business 
world." 
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E Timor to stay Indonesian, says Habibie 


By Peter Montagnon io Jakarta 


Easi Timor, the former 
Poriuguesi' colony annexed 
by Presulf'i't Suhailo in 1975. 
IS to remain an inteisrated 
part of Indonesia, the coun- 
iry's new president, B..f. 
Habibie, £aid yesterday. 

Mr Habibie told the BBC 
in one of his first Interviett's 
since L'Uuug ofTice that he 
was opposed to the idea of n 
referendum to allow East 
Tioior's 700.000 inhabitants 
to determine their own 


future. But western diplo- 
mats say that bebind the 
new president's apparently 
hardline approach lies an 
awareness among his offi- 
cials that a new opportunity 
exists for progress on a proh- 
leoi that has dt^ied Indones- 
ia's international relations 
for more than 20 years. 

ETesident Suharto's out- 
right refusal to countenance 
autonomy was long seen as 
an obstacle to a diplomatic 
resolution of the East ’Hmor 
problem. It left Indonesia 


virtually isolated and vul- 
nerable to criticism of its 
human rights record after 
the United Nations refused 
to recognise the annexation. 

But though Mr Ffabibie 
wants East Timor to remain 
part of Indonesia, diplomats 
said the)' detected a willing- 
ness in some parts of his 
administration to contem- 
plate a more open approach 
to the concept of autonomy 
Within Indonesia. 

A concern in Jakarta 
remains that Portugal, 


which, according to the UN 
is still the legitimate power 
in East Timor, will not 
soften its own insistence on 
a referendum, and progress 
will regaire mavemeac on 
both sides, diplomats said. 

Some officials are even 
considering whether Indon- 
esia should bow to interna- 
tional pressure and rel^se 
Xanana Gusmlka, the impris- 
oned East Timorese freedom 
fighter, but they are wary* of 
making sucb a gesture with- 
out some equivalent conces- 


sion from Portugal in return. 
Officially Mr Gusmeo has 
not been released because he 
is serving a 20-year prison 
sentence for erimuial rather 
than poUtieai offences. 

Separately, Mr Habibie 
reaffirmed his intention to 
remain In office at least until 
the turn of the century 
despite mounting pressure 
for him to prepare for speedy 
elections. Several hundred 
students marched through 
central Jakarta yesterday 
calling on him to resign as 


the public ^ 

departure apparently ioten- 
sified. 

But Mr Habibie said it 
would be six months before 
the People's Consultative 

Assembly could ratify politi- 
cal reforms and the end of 
nart year before direct elec- 
tions could be held for a new 
parliament. Only after that 
could the presidency change. 
Moves towards democracy 
must be made “according to 
the constituffoD**. he told a 
television interviewer. 


Suharto past surrounds man in the middle 



Ginanlar thankless task for an anmhieus man 


By Sander Thoenes in .iakarti 


The portraits in the office of 
Gin.-injar Kartasasmita. 
Indunesia's poworful co-or- 
dinating minister fnr eco- 
nomics. finance and indus- 
try. still show President 
Suharto and Vice President 
B..1. Habibie. 

It is not suri^rising Mr Gm- 
aitjar has nnt had time to 
cliange them. In his eight 
working days in office since 
Mr Suharto resigned, he has 
seen banks collapse, food 
stocks dwindle and ec'3nomic 
forecasts revised downward 
to a fall of JU per cent or 
more. 

He has to lead talks with 
the International Monetary 
Fluid over SiVbn in stand by 
credits and guide troubled 
debt renegotiation talks that 
rover more than S57bn in off- 
shore corporate debt. 

"This is a Ginniijar cabi- 
net." a diplomat said. "If 
Oinnnjar says '1 quit', the 
whole government collapses. 
He has put himself in a 
.strong position for the power 


struggle. That power Strug- 
gle did not finish with Mr 
Suharto's resignation, it has 
only just be-jun." 

As dt' fiac/o prune minister 
of the first Habibie cabinet. 
Mr Gioaqjar also fac^ grow- 
ing pressure from student 
protesters and opposition 
groups to allow for elections 
this year, instead of late next 
year as Mr Habibie envis- 
ages. 

"EViUtics is now the deter- 
mining factor." Mr Ginanjar 
s:ud. “The key to our eco- 
nomic recovery is restora- 
tion of confidence. Now it is 
enUreiy decided by bow mar- 
kets see our political devel- 
opment. We hope elections 
can be held early next year," 
he added, contradicting his 
president 

With strong political ambi- 
tions that made him a 
rumoured candidate for suc- 
ceeding Mr Suharto in previ- 
ous years. Mr Ginanjar has a 
thankless task. 

“It wii] not really help me 
if I have any political aspira- 
tions." he acknowledged. “1 


would have preferred to be 
an adviser. But I was needed 
in the cabinet to preserve 
economic continuity - to 
continue the reform pro- 
gramme. If no one is willing 


to do it. what will happen?** 
Even his enemies admit 
there are few more qualified 
in Indonesia to face the dou- 
ble challenge of economic 
collapse and political 


upheaval. A chemical engi- 
neer who studied in Tokyo 
and speaks Ouent Japanese 
and English, he is also a 
retired air force officer, a 
seasoned rivil servant in all 
of Mr Suharto’s cabinets and 
au astute pDlittcian with an 
open mind on the rapid pace 
of political reform. 

Eiasily the cabinet's smart- 
est dresser, Mr Ginaniar. S7. 
is one of very few ministers 
versed in the art of public 
relations, and his charm and 
skills quickly warmed the 
IMP and many member 
countries to him and his 
team. 

IMplomats and senior min- 
isters say Mr Ginanjar 
played a big role, as minister 
with the same portfolio in 
the previous cabinet, in per- 
suading Mr Suhtulo to step 
down. 

But the image of Mr 
Suharto still stares down on 
Mr Ginanjar as he speaks, 
and his long ties to the for- 
mer president have become a 
political liabifi^. His office 
also still di^lays a model 


Sukhoi fiid^ter jet, reminding 
Indonesians of a gSOOm gov- 
ernment proenrement deal 
with Russia, which be bro- 
kered amid aocusadons of a 
lack of transparency. 

For much of his tenure. Mr 
GinaAjar beaded government 
agencies which oversaw pro- 
curement and investment, 
’ hallmar ks of Suharto-style 
patronaga Of 20 companies 
listed by a respected Indone- 
sian weekly as linked to gov- 
ernment ministers, nine are 
run by his son and two 
younger brothers. 

“Those are things that 
happened In the past," Mr 
Ginaxyar said. “We have a 
dean slate." 

“New brand, old product." 
countered Rizal Ramli. a 
critical economist who went 
as far as to urge the IMF to 
stop supporting Indonesia 
until Mr Habibie, Mr Ginan- 
jar and his cabinet make 
way for clean reformers. 
While the IMF may give Mr 
Ginaojar the benefit of the 
doubt, few of his own people 
will 


Hong Kong braces itself for full-blown recession 


Few doubt the pain will prove protracted 
and add to pressure on the territory’s peg 
against the dollar, writes John Ridding 


Hong Kong 

fM oroen 6DP inul % crange) 
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UoBRiiikqitMntraK^ 


Reakitntt pmierty Mb 


E ven bears have been sur- 
prised at the speed and 
severity of Hong Kong's 
economie reverse. After the 
announcement last week of a 
fall in first-quarter output, 
the lerrltorj.' is bracing for 
full-blown recession and its 
worst downturn In decades. 

The slump presents the 
pust-colonlal goverament 
a sbarpeaing dilemma 
as it struggles tu bolster con- 
fidence uithout compromis- 
ing its non-interventionist 
credentuils. It has focused 
attention on the duration 
nnri damage of the downturn 
.mil the jitromnli of the 
lo the L'S doil.'ir. the linchpin 
of Iho nn.inci.ni system. 

Few noiv doubt the pain 
\Mil provi- iiiiuractert. "Hong 
Kiittu IS heading into a long 
di-wnliu-n." s.'i>s Dong Too. 
>i'ii}or ivvlonul economist at 
«"SFn. Hi' sei.-s iKtralh?l<? with 
iho lH7:5-7.^ i-risis in wliich an 
^.■^ll,■^■n;l) >hnrk - ihen the 
nr-sult of ijil pncwi - led In 
sinit'iiiral prulik-nvs in prop- 
I'liy and b:inkiiig. 

'This tinu', ihv trigger was 
(ill- n'",3i'in:ii nn.in<:{a{ crisiH. 
But the Im-ai lalluuL has 
jfily lurunie .ipp.irent. 
Hang Song B.ink sa\s the 
tali in pi\iiH-ri> prU-is since 
tiio peak last year has wiped 
a staugi'i'ing Hlv$l.;i.iabn 
(I'SWITnhil* Inmi the value of 
ihe iiiiai slnek ol private 
hoa-sing. ennivalt-ni to .iboui 
h-ilf of Ini.'i! liank dopnsiLs. 
Though ih<- Iviiikin-,; sys- 


tem is now robust, with all 
banks having double-digit 
capital adequacy ratios, the 
deffationary pressures are 
clear. Economists now pre- 
dict the economy will shrink 
by between 1 and 3 per cent 
for 1998 as domeatic woes 
are compounded by 'the fall- 
iog yen and continued 
negional turmoil. Despite a 
bounce yesterday, the bench- 
mark share index is down 
tnore than 25 per cent since 
March. wlUi many analysts 
Forecasting a further correc- 
tion. 

Hong Kong's government 
is confident the territory can 
weather the storm. “We can 
stand the pain." sa)'s Donald 
Tsang. financial secretary. 
He admits there will be cor- 
porate casualties, but says 
adjustment and asset defla- 
tion are necessary to restore 
competitiveness. China 
remains an engine of 
groulh. he says, and Hong 
Kong will re-emerge from 
the crisis as a robust 
regional financui] centre. 

Despite the pain of high 
interest rates needed to 
defend the (leg. the govern- 
ment dismisses an.v change 
in the exchange rate mecha- 
nism. Officials underline the 
devastating consequences 
chat abandoning the peg 
could bring, ranging from 
capital flight to soaring 
interest rates. Many econo- 
mists agree. “There is simply 
no fonsiblu and practical 



alternative," says Dong Tao. 

The consensus among 
financial analysts is that 
speculators cannot break the 
peg. but that the exchange 
rate mechanism is vulnera- 
ble to a massive switch of 
deposits from Hong Song to 
US dollars. So far. that has 
not happened. Hong Kong 
dollar accounts represented 
ST per cent of total deposits 
at the end of April, 
unchanged from a year ago. 

But for some commenta- 
tors. the scale of the territo- 
ry's troubles are likely to 
shake public support for the 
peg. “For now, the exchange 
rate mechanism remains sac- 
rosanct for both Hong Kong 
and Beijing." says Christo- 
pher Wood at Santander 
Investment. "But what v>111 
public sentiment be when 
unempioj-ment doubles to 8 
per cent?" He believes “the 
sheer momeutum In terms of 
intensi^ing pain" spells the 
end of the peg as early as 
this year. 



For the peg. as for the 
economy, confidence wlU 
prove the key. Mindful of 
this, the government has 
announced stimulus mea- 
sures to improve bank 
liquidity, shore up the prop- 
erty market and assist tte 
tourist sector. The measures 
are intended to bolster the 
economy until measures 
announced in February's 
budget feed through. These 
include a tax cut package 
and a HRS235bn five-year 
Infrastructure programme. 

Critics view the measures 
as insufficient. “We are 
talking about a ver)' big cri- 
sis here, and the government 
is talking about buildiDg a 
cable car," said Professor 
Richard Ho, dean of the busi- 
ness (acuity at the Qty Uni- 
versUy, referrit^ to one of 
the measures. 

Yesterday's call by 
recently elected legislators 
for bolder actions suggested 
an increasingly politicised 
battle over ecoaonuc policy. 


So, too, did a protest last 
weekend by several hundred 
disgruAtled homeowners, 
demanding financial assis- 
tance after the value of their 
propflties plunged. 

The government's 
response wiU be crucial for 
foreign investors. Some com- 
mentators have already 
expressed concern at the 
suspension anti-specula- 
tion rules designed to bolster 
Che property market. They 
argue the move smacks 
Intervention and suggests a 
sop to the big developers. 

Mr Tsang rejeefe such 
claims, underlining Hong 
Kong's commitment to small 
government. As Joseph 
Yam. head the Hong Kong 
Monetary AoUmrity, put it 
this week; “We should not 
lose our nerves and panic 
into doing things that would 
undenntne the credibility of 
our well tested system." But 
with the misery set to mount 
that system sow faces its 
biggest test. 
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Territory 
seeks 
to create 
jobs 

By Joiin Ifiilitag ki Honp Kong 

Hong Kong's government 
yesterday annoimrod a pack- 
age of measures to tackle ris- 
ing unemployment in the 
teiritory, a fiirther step in its 
hicL.to bolster confidence as 
the economy slides into 

recession. 

The announcement cane 
as parties from across the 
political spectrum united in 
a can for stronger measures 
■ to counter the downttuiL 
Their demands, which 
include tax and rate cuts, 
signalled a growing political 
debate over economic man- 
agement and the prospect of 
legislative opposition to the 
post-colonial administration. 

“There Is a rainstorm out 
there, the government 
should provide us with 
umbrellas," said Alien Lee. 
leder of the Liberal party. 
“If these policies should 
result in a budget deficit, we 
will support the budget deS- 
at," be said. 

Donald Tsang. financial 
secretary, said at least 
100.000 jobs wonld be treated 
over the coming id months, 
although more than 40.000 
will come from infrastruc- 
ture schemes announced 
before. Other measures 
include vocational training 
and edneation programmes 
and about 1,000 jobs in 
miiior public works, such as 
grass^utting and painting 
schools. 

Unemployment has 
become the territory's main 
social concern, hitting a 14- 
year high of 3B per cent in 
April. Economists predict 
the rate could dooble by the 
end of the year, 

'The jobs package comes 
just da^ after the govern- 
ment announced stimulus 
measures to support the 
property sector, increase 

liquidity in the haniniy gyg. 

tea and suppeat the tourist 
industry. Some of the mea- 
sures have prompted con- 
cerns of government Inter- 
vention in an attempt to 
revive the economy, vriiicb 
contracted by 2 per cent In 
the first quarter of tbe year. 
Mr Tsang rejects such 
claims, arguing that Hong 
Kong remains committed to 
“small govenuDBit". 

Yesterday’s measures 
drew a mix^ reaction from 
tbe investment emnmunity, 
Mark Ronyn, director of 
Dresdner RCM Global Inves- 
tors. said education and 
training measures were nec- 
essary to improve Hong 
Kong's competitiveDess as a 
finaodal centre. But he said 
tbe nature of tbe downturn, 
resulting from a combina- 
tion of falUng mnamwpr con- 
fidence. hi^ interest rates 
and collapsing tourism, lim- 
ited tbe government’s pow- 
era. It is unclear how eH^ 
tive tbe government can be,” 
be said. 


NUCLEAR POLICY CHINA STANDS BY 

No plans for 
new N-test, 
says Jiang 


By James Kynge ki BeQiiig 

Jiang Zemin, China's 
president, said yesterday 
that Beijing bad no intentioo 
of resuming nuclear testing 
despite the recent tests by 
India, its longstanding rival, 
and Pakistan. 

Mr Jiang's comments, 
quoted by tbe foreign minis- 
tiy. after a senior Chi- 
nese official this week 
declined to rule out the pos- 
sibility that Beijing could 
test again if its “supreme 
national interests" were 
threatened. 

(Thina has Signed the Com- 
prehensive Test Ban Treaty 
(CTBD, which seeks to pro- 
hibit nuclear testing. India’s 
tests, however, had raised 
doubts over China's commit- 
ment to the CTBT, especially 
If New Delhi was to develop 
nuclear missiles capable of 
striking key Chinese cities. 

But a senior Chinese ofia- 
cial offered the assurance 
that Beijing still regarded 
the CTBT and nuclear Non- 
Proliferation Treaty (NPTI 
as tbe best available means 
to arrest the spread of 
nuclear weapons. 

“Let's try to redouble our 
eSbris and speak with one 
voice,” said the official. ‘T 
think India and Pakistan 
should join the CTBT and 
the NPT." 

Foreign ministers from the 
five pennanent members of 
the UN Security Council are 
to meet in Geneva today to 
discuss how to prevent a 
nuclear aims race in south 
Asia, ff either India or Pakis- 
tan were to remain outside 
the CTBT, it would under- 
mine the treaty's central 
principle of universality. 

But the senior Cltinese 
official said that even if 
iru^iw ftwrt Pakistan did not 
join the CTBT, this would 


□ot necessarily end the trea- 
ty's usefulness. The treaty 
was not only a legal 
document it alsn embra^ 
a tnorcti standard and 
could therefore have an 
enduring eSM. the official 

said. 

China has been forced to 
walk a diploamtk; tiiditrope 
in Us reaction to the south 
Asian test.*;. U has soi^t to 
condemn India - wluch last 
month identified China as a 
prime potential enemy - but 
not to the extent of goading 
it into developing missiles 
capable of striking inland 
China. 

China was also pressing 
for a resolution to a territo- 
rial dispute between India 
■nnd Pakistan over Kashmir. 
But officials said that such 
pressure would be applied 
only through inteniatiooal 
forums, such as the UN. so 
as to avoid violating Bei- 
jing's own principle against 
direct interference in the 
Internal affairs of other 
countries. 

A second senior official 
said that Beijing was againgt 
the direct iDvolvement of 
any foreign country in tbe 
Kashmir issue which, he 
said, should be resolved by 
India and Pakistan with ocm- 
sultation finm the UN. India 
insists Kashmir is a purely 
bilateral issue, while Pakis- 
tan tries to involve foreign 
powers in it. 

On tbe question of its bor- 
der disputes with India. 
China was reluctant to enter 
into substantive talks, offi- 
cials said. BeUiug rejects 
utterly the notion that 
underlying tensions between 
China and India played a 
part in convincing New 
Delhi to test. Therefore there 
is no urgency to sedi a reso- 
lution to biktesral disputes, 
the officials said 


.NEWS DIGEST 

DRIVE FOR REUABLE ECONOMIC REPORH^ 

China threatens officials 
who 'doctor’ statistics 

The Chinese government yesterday told provincial officials to 
stop fiddly figures, threatening to punish those caught fudg- 
ing China's notortousfy unreliable statistics. 

Wen Jiabao, the vice-premier, was quoted in the People's 
Daily, mouthpiece of the ruSng Commurrist par^ “Scxne are 
cooidng accounts to exaggerate their achievements^ Some 
are practising deceit on their reports to cover up problems.” 

China's state ststisUcs are treated with scepticism by inter- 
national economisis, who assume that the legacy of the cen- 
tral planning era, when officials were required to make the 
regional figures fit the government's pre-determlned annual 
targets, continuee to dfstorl economic reporting. 

Suspicions that officials still tend to produce rosy s tati s t i cs 
to satisfy higher governmen t 6HJthorities have prompted many 
analysts to bel'ieve that China’s gross domestic product fig- 
ures may exaggerate growth by as much as two percentage 
points. Officiany. Chma's GDP grew at a 7.2 per cent rale in 
the first quarter of 1998. its slowest pace in several years. 

Beifmg is planning to establish supervisory bodies which will 
check up on fraud and punish irregularities among those offi- 
cials who gather China's st a tistics, according to Mr Wen. He 
said false repor ti ng "will seriously affect the quaCty of statisti- 
cal figures arxt sdentific macroecorxxTte derisiorHnaldng, 
arxj hamper the healthy deveiopmerrt of the national ecorv 
omy.” China has set it^ a target of 8 per cent economic 
growth this year. James Hwdirtg, Shanghai 


MANIU TURNAROUND 


Plan to quash Marcos jail term 

The PhDippsie government, in a dramatic turnaround, said 
yesterday it had recommended the Supreme Court set aside 
a 12-year jail term against former First Lady Imelda Marcos 
and acquit her of comjption charges. 

The sollcrtor general, Romeo de la Cruz, said the verdict by 
the artti-graft court tiiat found the widow of former Pre si dent 
Ferdirtand Marcos guitty was wrortg and should be over- 
turned. 

TTie case is one of scores against Mrs Marcos, whose hus- 
band's 20-year rule ended amid accusations of corruptkm 
aiKl abuse of power. Mr de Is Cruz said (t was up to the 
Supreme Court to accept or reject his recommendation. 

The anti-graft court in 1993 found Mrs Marcce guilty of vio- 
lating the anti-graft and oorrupt practices lew for leasing state 
property to a private foundation she heeded under terms 
ail^ediy gro^ unfeir to the govwnmenL 

The government has accused the Marcoses and thw busi- 
ness associates of stealing up to $5bn from the economy dur- 
ing their 20-year rule. Reuters, Manila 


HUMAN RIGHTS COMMISSION 

Jakarta counts riot toll — 

Indonesia's official human rights body said yesterday that 
1 ,1 88 peopfo wera kilfed in rioting yvhieh hit the eapfiai Jak- 
arfe last month, more than doible the de a th toO given by the 
military. The National Comm is sion on Human Rights said 
thousands of shops, offices and veMdes were burned, 
women were rap^ and at least 101 people were injurad. But 
it gave no detafis on the rauaes of the deaths or injuries. 

Indonesia's milrtary said more than 500 people were killed 
in the May 12-15 riots, rrxsst of them loofens who were 
trapped in burning buSdinge. 

It said ethnic Chinese, who dominate Indonesia's economic 
lifd, bore the brunt of the losses in the riots. Government pol- 
icy had created a sodo-cuitural wall between ethnic groups 
that was difficutt to control, it said, adding that the sharp 
wealth gap between raciel groups stifled attempts et integra- 
tion. The commisaion pointed the finger of biame at the Inad- 
equate response of the security forces in controlfing the riots 
once they had started. Reuters, Jakarta 
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CAUFORNIA BALLOT VOTERS REJECT INITIATIVE ON UBOUR UNION SUPPORT FOR CANDIDATES 

Mow for campaign finance reforms 


By fierard Baker ki Wadib^ptm 
and Ctaristopber Paifces 
n Los Ang^ 

Legislative attempts to cut 
the vast amounts of money 
spent on US political cam- 
paigns looked doomed to fail- 
ure yesterday after voters in 
California delivered heavy 
blows to eHons at campaign 
finance reform. 

In a statewide vote on 
Tuesday. Californians 
rejected a ballot init- 
iative that would have 
required labour unions and 
other groups to obtain 
written consent from a 
union member before 
using fees for political 
purposes. 


The measure, backed by 
Republicans but opposed by 
Democrats, who would have 
lost tens of millions of 
dollars in union money as a 
result, was narrowly 
defeated by S4 per cent to 4S 
per cenL The campaign was 

closuly watched by 
politicians in Wasbingtoa. 
where Republicans are 
attempting to pass similar 
laws that would inhibit 
unions' political activities 
nationwide. 

Unions and Democrats 
welcomed the results. 
Arthur Cola, general 
president of the Laborers' 
IntematioDal Union of North 
America, said the vote was a 
victory against Republicans' 


"attempts to silence the 
political voice of working 
families". 

Califurnia voters also 
undermined calls from many 
Democrats for a halt to big 
spending on election 
campaigns. By roundly 
rejecting candidates for 
statewide office who 
had spent unprecedented 
sums. they allayed 
fears that big money 
candidates were "buying" 
elections. 

Gray Davis, the current 
lieutenant governor of the 
state, saw off challenges 
from A1 Checchi, former 
co-chairman of Northwest 
Airlines, and millionaire 
Jane Harman, to gain the 


Democrat nomination for the 
election to replace governor 
Pete Wilson. 

Mr Checchi spent $4Um. 
while Ms Harman spent 
about jl5m. making the 
campaign the costliest in 
history. Mr Davis had 
deliberately eschewed heavy 
spending throughout the 
primary campaign. 

Ehnt polls suggested voters 
had been unhappy at the 
scale of money deployed in 
the campa^n. 

In the other ballot of 
national significance, 
Cali foruians embraced 
crash-course English lessons 
to speed the assimilation of 
immigrants. as the 
union-backed campaign to 


retain bilingual education 
failed miserably. 

More that) 60 per cent of 
the electorate - representing 
all ethnic and political 
9Y>ups - voted to switch to 
one-year English-language 
immersion courses for 
students with limited 
language skills. 

Failings of the existing 
bilingual teaching system. 

in place for almost 30 years, 
have been blamed for 
the high drop-out rate 
among immigrant - mainly 
Latino - high school 
students. 

And just as the anions bad 
failed to have everything 
their own way. so politicians 
of both parties saw the 


The biggest loser in Californian state voting spree 
never even had his name down on the ballot sheet 


Governor Pete 
Wilson's ambition 
for a second shot 
at the presidential 
nomination 
received a big 
setback, says 
Christopher Parkes 

T he bluest loser in Tues- 
day's Californian ^'Oting 
was Governor I*ete Wil- 
son. 

Although bis name was 
not on the ballot sheet, his 
ambitions for a second shot 
at the Republican presiden- 
tial nomination took a hit 
when Proposition 226 - 
which would have cut union 
contributions to the Demo- 
crats - went down in a 
storm of labour-funded 
advertising. 

Mr Wilson had invested 
about $lm from his own 
campaigning reserves 
behind the ballot initiative, 
which would have obliged 
employers and unions to 
seek employees' permission 
annually to withhold pay or 
contrlbuie union dues to 
poUtical campaigns. 

Although 22S built up an 
early lead, tiie unions threw 
an estimated $20m into the 
Gray and were rewarded with 
a narrow vlctor>'. 

Sherry Bebitch Jeff^. a 
leading political analyst, 
said passage of the proposi- 
tion in the laiitest state in 
the nation would ha\'e given 
new life to the stalled Repub- 
lican campiilgn to rein in 
“big labour's" national polit- 
ical influence. 

Failure, she predicted, 
would cause the national 
effort to suill, and set back 
Mr Wilson's hopi'S of higher 
office. 

The governor, clainiing a 
moral victoiy' for 226's hack- 
ers despite having been out- 
.spent "10-to-one". claimed 


CalfftHiua elections: winners and losers 
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ists from both the main par 
ties' camps. 

Gray Davis, the current 
lieutenant governor, who 
>ia^ laboured almost n» gnn n 
in public service fbr 25 years, 
emerged at the end as easy 
winner of the Democrat nod. 

A1 Checchi, the tyro politi 
cian, and Jane Harman, a 
little-noticed congress- 
woman. despite eariy show- 
ings spent around S50m 
between them to no avail 

Dan T.ungnm, the state 
attorney general, and virtu- 


"paycheck protection" mea- 
sures were being pursued in 
30 states, and one setback 
would not affect the trend. 

The future of 226 was the 
only big issue In doubt os 
poUlQg opened, although Its 
prospects dimmed as early 
returns suggested a strong 
turn-out by Democrats. 
drauTi by the fierce three- 
way tussle for the guberna- 
torial candidacy in the 
Nox'ember 3 general election. 

According to exit polls, 
almost SO per cent of Demo- 
crats said the governorsiiip 
was their main reason for 
voting, while Proposition *226 
provided the incentive for 22 
per cent. 

While the Initiative's back- 
ers contemplated n future 
ballot attempt which would 
come too Into for Mr Wilson, 
opponents of Proposition 227. 


which would scrap Californ- 
ia's 30-year-old bilingual edu- 
cation system, said they 
were planning court action 
to try to overturn the heavy 
vote in favour. 

Courts will be asked to 
test the constitutionality of a 
measure which will require 
schools, starting In Septem- 
ber. to put students with 
limited English abilities 
into language immersion 
classes "not normally 
exceeding one year" before 
moving them on into 
Englisb-ofliy tuition. 

The initiative followed 
10 years of failed attempts 
by the legislature to 
agree on reform of a system 
which is widely accused of 
failing Spanish-speaking 
children in particular and 
condemning them to 
second-class careers because 


of their poor English. 

Despite warnings Gnom eth- 
nic leaders and all comers of 
the political spectrum that 
the “onesize-fits-aU" propo- 
sition was too inflexible, 
strong support among frus- 
trated Latino voters beiped 
ensure its passt^. 

Although there are about 
1.4m Californian children 
assessed os having limited 
English skills, only 30 per 
cent currently study in bilin- 
gual classes, and the Latino 
student population suffers 
the fa^est high school drop- 
out rate in California. 

For the rest of the US, Cal- 
ifornia's struggles with 
assimilating immigrants 
from the south are seen as a 
test of the state's - and the 
country's - reputation as an 
ethnic melting pot with a 
single language as its roost 


Important impredient 

According to some ana- 
lysts, the main inflaence of 
327 is more hkely to be the 
way the emotional debate 
before the vote drew 
national attention to the 
plight of the growii^ under- 
class of people trapped in the 
Ixmios. 

Ron Unz, the Silicon Val- 
ley software entrepreneur 
who sponsored the Initiative, 
declai^ its passage "a vic- 
tory against the political 
establishment and for the 
pei^Ie of Caiifomia”. 

Primary day's greatest vic- 
tories for the political estab- 
lishment came In the selec- 
tion of the candidates 
seeking to succeed Mr Wil- 
son. After one of the most 
volatile and most expensive 
campaigns on record, the 
electorate chose traditional- 


The electorate 
chose 

traditionalists 
from both the 
main parties’ 
camps 


ally unopposed for the 
Re^nibllcau nomlnatitm, also 
had an easy ride. However, 
the Introduction of the open 
prtma^ obliged him to dig 
into his scant resources. 

As the electorate was 
allowed for the first time to 
vote for any pnmary candi- 
date rather than according 
to the voter's individual 
party affiliation, Mir Lungren 
spent about on televl- 
sioo commercials to ensure 
Republicans knew who he 
was. 

The campaign focus, note- 
worthy for the way the four 
leading candidates adopted 
centrist postures in the pri- 
mary phbe. Is now likriy to 
sbaipen as the general elec- 
tion approaches. As Mr Lun- 
gren pointed oat. Mr Davis 
had identified himself as a 
liberal Democrat and be was 
a conservative Republican. 
"Let's make sure we have a 
campaign based on the 
issues." 


Brazilian sexologist 
throws challenge to 
old political order 

Geoff Dyer reports on the feisty feminist 
Marta Suplicy, candidate of the leftwing 
Workers party in gubernatorial elections 


S he is a candidarr madi* 
for the media. Blonde 
and bluo-oyed. she 
wears Chanel suits and 
rnmes from one of Suv Pau- 
lo’s most respectable fami- 
lies. Before entering politics 
she made her living as a se.v- 
ologtst and shocked viewers 
of a television show she 
presented by di&cmtsing anal 
sex. Her husband is a sen::- 
tor. while one of her sons 
plays in a Nirvana-wanna-be 
rock bond. 

Marta Suplicy is also one 
of the most radical figures in 
Brarilian politics. A member 
of the lower house of Con- 
gress, she has made her 
name camp.'dgning for con- 
troversial issues such as 
legalising abortion and per- 
mitting civil marriages 
between homosexuals, all in 
a combative, frank 5t>*le. 

Until recently her feisty 
brand of feminism would 
have put her on the margins 
of political life. But later this 
month Ms Suplicy will move 
centre-stage when she nffi- 
daily becomes the candidate 
of the leftwing Workers 
party (PT» for the governor 
ship of the state of Sao 
Paulo, the most powerful in 
the country. 

She is unlikely to make 
the second round of voting, 
let alone win the election. 
However, her elevation to 


the big leitgue has opened up 
a new front in mainstream 
Brazilian politics, with an 
agenda of personal liberty, 
sexuality and women'.'! 
issues. If the experiment is a 
success. M.s Suplicy. 53. 
could ser\‘e os .in example 
[nr the left throughout Latin 
America. 

"This is the shut of a slow 
awakening uf those t>'pes of 
lssue.<!.'' SUV'S Riordan Roett. 
pnifessor of Latin .American 
Studies at the Johns Hop- 
kins School of .Advanced 
International Studies in 
W.ishinL'ton DC. 


This is the start 
of a slow 
awakening of this 
type of issue’ 


.Along with Noemi Sanin. 
the independent candidate 
who won 27 per cent of the 
vote in Colombia's presiden- 
tial elections at the weekend, 
he arifucs that Ms Suplicy 
represonts a new brand of 
politicLin in Latin Amenca - 
well educated and well bred 
women who are prepared to 
take on the establishment. 

For the PT. the strategy is 
obvious. The party has a 




Congressiond dash: Marta Supitey argues with another deputy during a debate in Congress on abordon 


loyal con: of support among 
industrial woriters and the 
public sector. However, 
apart from a few urban pro- 
fessionals it has been unable 
to make the middle-class 
converts it needs to broaden 
its base. 

"One of the major reasons 
I was chosen os a candidate 
was that in the e.irly opin- 
ion polls, only a quarter of 
the people supporting me 
were traditional PT voters." 
.Ms Supliev* says. 

.At a national level there is 
little space for her type of 
politics. But political ana- 
b:sts believe there could be a 
sizeable constituent' in Sao 
Paulo and Rio de Janeiro, 
the country's most cosmo- 
politau cities. 

Mlddle-ciass urbanites are 
being drawn to issues of per- 
sonal freedom because of 
highly contradictory social 
attitudes in Brazil, where 
the realit)' rarely meets the 
rhetoric of tolerance. Unusu- 


ally for a Latin country, Bra- 
zil revels in the image of 
confident, independent, sex- 
oally liberated women, yet 
both the Cabinet and the 
Supreme Court are ali-maie 
domains. 

Only 34 of the 513 deputies 
in Congress are women, and 
many of them have been put 
there by their busbands. 
who run political machines 
in their home states. 

.And while consen'ative 
men do not think twice 
about puttiiK on hi^ heels 
and a low«ut ctx'ktsii dress 
durin g carnival week, gay 
groups cla'uD one homosex- 
ual is murdered every three 
days in Brazil because of the 
level of hostilit)' from police 
and public. 

Abortion presents a fur- 
ther paradox. The 1940 penal 
code made abortion legal 
under certain circumstances, 
but the legislation to oblige 
public hospitals to conduct 
abortions has never been 


passed. The result is that 
abortion is only available to 
the middle-class women who 
can pay to go private. 

Not everyone in the PT. 
however, agrees that Ms 
Suplicj’ represents the right 
new direction for the party. 
Some members, already sus- 
picious of her privileged 
background, believe her per- 
sonal liberty agenda and 
middle-class appeal will 
divert attention from the 
partj''s main issue, reducing 
poverty. Traditional PT vot- 
ers migiit stay away, they 
believe. 

So far Ms Suplicy has been 
careful to emphasise jobs, 
education and health over 
her more radical causes. 
However, she adds: "People 
realise that if someone is 
prepared to fight for homo 
sexuals in Brazil, they are 
prepared to fight for any- 
one." 

Given her sapport for 
abortion, religion could pres- 


ent another problem, not 
just because Brazil Is a 
strongly Roman Catholic 
country but also because the 
PT has a strong Cathohe ele- 
ment 

In a glinqise of the sort of 
dispute her pampaigw could 
provoke, Amaury Castanho. 
the conservative bishop of 
Jnndlal in the interior of the 
state, described her as "per- 
missive" because of her 
views on sex education. She 
responded, in equally stri- 
dent fashion, that he was 
"medievai”. 

After Ms Suplicy paid a 
visit to Dorn Amaury he 
soon modified his tone. 

Crttles from the Catholic 
wii% of the party have also 
been won over. Roque am- 
mermann, a priest and FT 
deputy, was an early oppo- 
nent of her candidacy. Now, 
he says: "As we approach 
the sdilennium, these type 
of subjects are a huge oppo^ 
tunity for the PT." 


news digest 


trade relations 


Democrat governor's vote as 
a blow to tbe claim that US 
politics had been hjjscked 
by multi-millionaires with 
a taste for elective 
office. 

Arianna Huffington. a 
leading conservative 
Republican whose husband 
spent $28m on an 
unsuccessful bid for a 
California Senate seat in 
1994. said: "Al 

Checchi . . . demonstrates 
that it now takes S40m to 
lose a statewide race. You 
know, four year ago, it only 
cost $2am to lose. And to 
think Alan Greenspan keeps 
claiming there are no 
signs that inflation is 
recuning.’’ 


Clinton vows to renew 
MFN status for China 

renew China s Meet ^ ^ 

Making «« 

Hnuse ahead of a contnwersial tnp to 
iXte Mr Clinton said not renewmg MFN sta- 
STt^Ser our econ<^k: and to a large measure 

our strategic relationship with China onvileoe he 

Ernnhasislnq MFN status conferred no special ^nege. he 
to China had tripled in a 
portrtbwre than 170.000 American jote. 

SSTthe US turning ite bat* on a 

time when worid coKg)eration ov^ jSSS? 

Important following nuclear tests in India 
Cor^r^ has 90 days to overturn his . 

akSnteatGly to fece a tougher ^>9^* 

has in recent years. This is because of a«ega^^^ Chh^ 
military funnelled donations into the 

ele^m campaign and over alleged teks of sensitive satellite 
data to China. Stephan Rdler, Washington 

DEKALB GENETICS 

Monsanto offer hits obstacle 

Plans by Monsanto, the St Lou'e-based "life sciences" group, 
to buy control of DeKalb Genetics, a leading agnculturi 
geneb'es and hybrid seed com company, have hit ^ obstacle 
wrto the US Detwrtment of Justice, which reviews US compe- 
tition issues, asking for more information about the deal 
The request will extend the period during which the two 
companiea are prohibited from closing the deal, although both 
ftf pd they would comply with the call as quickly as possible. 

Monsanto already owns 40 per cent of DeKafb, and has 
board representation at the lliinros-based company, '^e tieo 
groups have also collaborated on the commercialisation of 
agricultural products which are genetically engineered to 
either reslsl Insect damage or tolerate certain herbicides. The 
controlling Roberts family decided earlier this year to sell out 
of OeKalb, prompting a fierce auction. Nlldd Talt, CMcago 


Argentine warrants issued 

An Argentine federal judge has signed international arrest 
warrants for four current or former International Business 
Mai^ines officials sought for questioning in an alleged kick- 
back scheme. IBM Argentina has been accused of paying 
bribes to win a S249m contract in 1994 to install computers 
at state-owned Banco Nacion, the country's largest bank. 

The judge signed the wanents nearly a month after two for- 
mer ttirectoiB admitted having Swiss bank accounts 
containing cash they said they received tor steering the con- 
tract to IBM ArgentInB. 

IBM in the US reiterated that the tour officials were wiHing 
to testify before the judge In the US under the terms of a 
bHateral US-Argentine treaty. "They currently have no plans to 
go to Argentina.” it added. The company described allega- 
tions tiiat the officials knew of alleg^ wrongdoing at its 
Argentine subsidiary as "unsubstantiated". AP, Buenos Aires 


CBDRAL BANK AOnON 

Colombian peso under siege 

Specuiation against the Colombian currency has intensified 
aW Sunday’s first roLmd of the presidential election, prompt- 
ing centra bank action to restrict money supply and defend 
the pesa Local markets are concemed that Horacio Serpa, 
candidate of Ihe govemkig Liberal party, could wrin office next 
month after his surprise narrow victory at the weekend. Most 
businesses favour Andres Pastrana, conservative candidate, 
who earlier had been expected to score a resounding victory. 

The interest rate on overnight repurchase agreements or 
Tepos" - used by the oentral bank to control money supply - 
was iiKTsased on Tuesday by 10 percentage points to 62.15 
per cent, bringing the cumulative increase over the last 10 
days to 32 percentsge pants. 

On the same day the bank spent S1Bm buyirtg pesos, 
brkiging the total over the last ten days to $300m. The situa- 
tion is unlikely to improve much before the second round of 
elections on June 21, an analyst said. Adam Thomson and 
Rchard Lapper, Bogota 


WEALTH EFFECT 


US rich increase savings 

Wealthy Americans have resportoed to the surging stock mar- 
ket of the last tow years by increasing their savings and si- 
ting up charitable foundations, not by increasirig their ergien- 
diture on luxury goods, according to a sunrey published today 
by US Trust, .the US private bank. 

The findn^, part of a survey which has been conducted 
annually for the last six years, suggest that risng equity prices 
have TMt had the so-caBed "wealth effect” - in which con- 
sumption rises on the back of higher assets prices - which 
had been predicted by some economists. This in turn may 
alleviate tears that the current US economy rests on a "bub- 
ble" created by inflated asset pricee. 

Accoitflng to the US Trust, 67 per cent of tiie wealthiest 
Americans have left all or moet of- th^ gains in the market, 
mostly to ensure that- they win income in their retirem^ 
Charities were the biggest single source of expenditure when 
people cashed In bwesSnents.. John Autheirs, New York 

TOBACCO SrailSORSHIP 


Two-year Canadian reprieve 

Canada will ben all tobacco sponsorship in five years, but » 
giving events such as motor radng and j ayy concerts a 
reprfm from restrictions scheduled to take effect later this 
year. The Liberal government was yesterday expected to 
Int roduc e legislation allowing all cunant tobacco sponsorship 
to cc^r^ for the next two years, with tighter restrictions 
stating in 20QQ and a complete advertising ban In 2003. 

The changes fonaw pressure from sporting, arts and cultural 
groitos which draw at least CS60m (US$4lm) armuaHy from 
tobacco sponsorships. Under origin^ legislation, tobacco 
advertising would have been curtailed from October. Imperial 
Ttrti aoco. Canada's largest cigarette maker, had said it would 
ewied its CSSfkn n sponsorship. Edwand Ahten, Toronto 

SARA LEE 


Group donates $100m in art 

Sara Lee, the Chicago-based food and consumv products 
company, yesterday announced it was donatng about 40 
works of art, worth about 51 OOm, from Hs highly regarded art 
collectian to 17 museums across the US. The largest single 
gift of about 12 works was donated to the local Chicago Art 
Institute. The company's coHection focuses on Impressionist 
paintings and sculptures. Several corporations in the US have 
sold private art eoReetions recently, but Sara Lee dafms that 
because of the tax deduction from the don a tion the financiai 
bwiefits from a sale would not have been skinlficanHv orsater. 
Nfkki Tail, Chicago 
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WORLD TRADE 


tune-u p industr y plan s new round of tests TI^BUID DEFENCES AGAINST INTERNET PIRACY 


Bid to foil digital music pirates 


By ABce Rauvsttiom 

The music industry is 
starting a second round of 
tests to select a te^ology 
to identify digital musical 
signals as part of its cSbrts 
to crack down on rising 
internet piracy. 

The decision to start new 
tests, after none of the tech- 
nologies submitted in last 
year’s first round were 
deemed suitable, will delay 
the adoption of an industry- 
wide digital identification 
system by up to six mnnthe 

Paul Jessup, director of 
technology at the Interna- 


tional Federation of the Hio- 
nographic Industry (ZFPl), 
the industry body which is 
co-ordinating the tests, 
described the dday as nnfiw . 
tunate, but unavoidable. “If 
^ don't get this rl^t first 
time, the consequmces wiU 
be dreadful.'' he said. "We 
felt a delay of four to six 
months was preferable to 
choosing a system which 
wasn’t as good as it could 
be." 

The delay hi g hU g hte the 
difficulties faced by the 
music Industry as It tries to 
prepare for an era in which 
music will increasin^y be 


delivered directly to consum- 
ers on Iniemet or other 

digital networks. 

It is already technically 
jxsn'ble to disbibnte musdc 
on such networks, but 
Tecord cnmpawips aic wary 
of twing until legal and 
technical safeguards are put 
In place to prevent piracy. 

In the meantime, there is a 
risk of the music industry 
being left behind If the pQpa- 
larity of digital systmns out- 
strips its efforts to secure 
the necessary safeguards. 

Unofficial estimates sug- 
gest tbm are already 1.800 
pirate Internet Jukeboxes 


from whldr enng m TMff g can 
download illicit digital 
copies of alhiimg anri gin glaa 

^are is also an emerging 
trend for musicians to 
rdease music over the inte^ 
net Some subsequently agn 
to record labels, but othera 
choose to continue c^erating 
outside the music industry. 

The adoption of an Indus- 
tiy-wide system u> identic 
digital musical signals is 
r^arded as one of the most 
important technical safe- 
guards. Such a system would 
use embedded stalling 
technology to enable ccxnpa- 
nies to monitor any broad- 


casts of their music, and 
whether any royalties are 
owed to them. 

Mr Jessiqi said none of the 
ei^ systems tested in the 
first round fulfilled the 
industry's requirements, and 
that since those tests other 

companies have claimed to 
have developed superior 
technology. 

A dozan new systems were 
presented to the IFPI last 
week, and it is now starting 
to test them. Mr Jessup 
hopes to complece the tests 
by October, when the IFPI 
present its recommenda- 
tions to record companies. 



Power equipment orders from 
SE Asia set to fall sharply 

But the industry expects higher demand woridwide in the next 
few years to offeet the region’s downturn, reports Peter Marsh 


O rders for electricity 
generator plants in 
some south-east Aslan 
countries could fall more 
than 30 per cent over the 
next few years due to the 
r^iott's financial problems, 
according to representatives 
of the world power equip- 
ment industry. 

However, most industry 
executives expect the Asian 
downturn to be offset by 
higher orders in eastern 
Europe and south America, 
where there is strong 
demand fer new electricity 
projects. They also see 
demand in south-east Asia 
picking up after about 2003 
as the re^oD emeiges frnm 
the effects of tiie financial 
turmoil. 

TTie world’s $60bn a year 
generating equipment mar^ 
ket is dominated by the "big 
six” suppliers ' General 
Electric and Westinghouse 
of the US. Siemens of Ge^ 
many, the Swiss-Swedish 
ABB. Anglo-French GEC-Als- 
thom and Mitsubishi Heavy 
Industries of Japan. GE, 
with “affiliate'' companies 
which sell or make its equip- 
ment worldwide under 
licence or joint manufactmv 
ing deals, is the biggest 
player In tibe industry. Sie- 


mens aima to Jump into 
number two position 
through its agreed $L5bn 
takeover last jrear of the 
power generation business 
unit of Westinghouse. How- 
ever, the deal still has to be 
cleared by US anti-trust 
authorities. 

These six companies con- 
trol an estimated 76 per cent 
of the "new-build” market 
for fbssfl and nuelear-fhelled 
power-station equipment, 
calculated according to 
energy output 

Because of expanding pop- 
ulations and previous bi^ 
levels of economic growth, 
the Asia Pacific region is 
responsible for about half 
the industry^ current work- 
load, in terms of new power 
station projects. But the rate 
of growth in this part at the 
world is likely to fell consid- 
erably in the next few years 
because of the r^onal eco- 
nomic turmon 

According to projections 
by Siemens, new orders in 
Asia Pacific are likely to 
drop by an average 1,1 per 
cmt a year between the two 
five-year periods 1993-1997 
and 1898-2002. 

That is in contrast to the 2 
PCT cent a year overall 
growth that Siemens is 


esqiecting worldwide. 

Siemens predicts that Asia 
Pacific will between 1998 and 
2002 account fbr 49 per cent 
of the world’s new generator 
orders, worth a total of 96 
gjgawatts (GW) a year. That 
is down on the 61 pa cent 
share this region enjoyed 
between 1993 and 1997. 

According to projections 
by Marketliine, a London 
consultancy, orders for new 
gas turbine power plants in 
Japan. Thailand South 
Korea will fell respectively 
by 30 per cent, 32 per cent 
and SO per cent In the 
1998-2002 period compared 
with 1993-97. 

turbines rgnesent the 
fastest growing part of the 
ovttall electricity generating 
maikeL 

The consultancy believes 
the figures are representa- 
tive of the changes in these 
countries for electricily gen- 
eration generally, which also 
include steam driven tur- 
bines where the energy is 
provided by coal, ofi or 
nuclear. 

Ha^er BailLy, a US consul- 
tancy, has come up with 
simi^ figures for the pre- 
dicted decline in orders in 
the Philippines. Malaysia 
and Indonesia. “There is a 
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lot of uncertainty (about 
fixture generation orders in 
the region]. It’s not a subject 
a lot of petgile want to talk 
about,” said Jean-Louis Pofo 
ier, vicepresident at Haglor 
Bailly. 

"The direct effect of the 
Asia crisis will be to cut 
7-8GW a year of orders out of 
the overall market for the 
industry, to bring the total 
to 8880GW a year fbr the 
next few years,” said Mck 
Salmon, of the power 
g e ne ration divlsiaa of GEC- 
AlsthooL 

Even so, the industry 
believes the effects of the 
turmoil will be limited. 
Annin Meyer, president of 
ABB Power Generation, says 
that even in south-east 
the crisis has bit only a rela- 
tively grnaTl Tirrm lwr ctf coun- 
tries, including Indonesia, 
Philippines, and Thailand. 
"Elseiriiere, fix' instance in 
India and rhlna. some very 
large projects are continuing 
to go ahead.” 

By around 2002-2003, any 
deferred big prtgeds in the 


affected countries are likely 
to come back into planning, 
says Mr Meyer, because of 
the “the huge populations in 
this part of the worid and 
the tremendous need for 
electricity which is difficult 
to put off for too long”. 

Because of strong demand 
in the US, Latin America, 
ecstem Etirope and Africa, 
ABB has not changed its 
internal estimates of the rate 
at which the world power 
generation market will 
increase in the next few 
years. These estimates stand 
at 3 per cent a year, the 
same as before the Asia cri- 
sis. 

Bob Nardelli, head of the 
power division at GE, said 
one unexpected source of 
growth in the equipment 
market was the US, where 
for stHse years demand from 
utilities and new “mdepen- 
dent" power produceis had 
been muted because of 
uncertainties about the regu- 
latory climate. “We are nou' 
encouraged by signs of extra 
investment in the US (by 
power producers] as they 
realise they are suffering 
from transmission bottle- 
necks and need to order 
equipment," he said. 

Meanwhile in parts of 
south and central America. 
MarketLine forsees strong 
growth Id ps turbine 
orders. In BrariL Mexico and 
Venezuela growth in orders 
for gas turbines for the 
period 1998-2002. compared 
with 1993-97. is expected to 
be 705 per cent. 565 per cent, 
and 124 per cent respec- 
tively, says the consultancy. 


Boeing announces halt 
to MD-11 production 


Bir NScbaei aopUcer, 

Aerospace Conespondent 


Boeing of the US said 
yesterday it had failed to 
find new customers tear the 
McDonnell Douglas MD-11 
aircraft and would stop man- 
ufacturing it in 2000, with 
the potential less of nearly 
4J)00jobs. 

The announcement marks 
the virtual end of civil afo 
craft developed by McDon- 
neU Douglas, once one of the 
world’s bisest eurcrafC mak- 
ers. When Boeing acquired 
McDonnell Douglas last 
year, it announced the phas- 
ing out of the MD-80 and 
MD-90 twinjet programmes. 
Tbe new lOOseat &ID-95, now 
renamed the Boeing 717. will 
be the only McDonnell Doug- 
las commerci^ aircraft in 
production after 2000. 

Boeing bad hoped to con- 
tinue manufacturing the 
MD-11 as a Erei^iter but said 
this was not feasible. Eon 
WcxMlard, president of Boe- 
ing’s commercial aircraft, 
division said: “Despite our 


best marketing efforts, it 
became clear to us that there 
shnply was not enoo^ cus- 
tomer interest in either the 
passenger or freight versions 
of this airplane to justifj' 
keeping the production line 
open." 

Mr Woodard indicated that 
tbe outlook for the employ- 
ees who make the aircraft 
was grim. Most of tbe 3,ToO 
MD-11 WOTkers are based ut 
the former McDonnell Doug- 
las fectory at Long Bench. 
California. “We will be prod- 
ucing tbe airplane for 
anolher 18 months and we’ll 
use that time to explore 
opportunities (or alternative 
work. But ultimately wo will 
have to lay off employees for 
whom we do not have 
work." Mr Woodard said. 

He said this did not mean 
the Long Beach factor>' 
would close. The group is 
using h to do final work on 
Boeing 737s. relioting pres- 
sure on Boeing plants m 
Settle, which have had Uiffi- 
cuity meeting a steep 
increase in orders. 


Boeing 'is .tiso considenni: 
setting up production lines 
at Long Brad] lo n],7}:i:‘ sfie- 

cialised versions of the 7:17. 
The^ could include the cor- 
purulc jets which Uix’i.T,; !:> 
making’ in eoliniKtraium will! 
Cienera] Clectrir of the I'S. 
Hnwovor. ihe pnncipa! linju' 
for Lnnp Bivich i-i ihe 717 
The first models urc k'lnu 

built hut (he .iir>T.i1i h:Ls so 
far attracted onlers ironi 
onh one airline. Tin* eaiTii.T. 
.AIrTran .Airlines, ruriueclv 
\'aluJel, h:is unlerod •''lO I't 
the aircraft and has tal:e:i 
options on a further ."•n, I'lii.'- 
ing will neeil to attniei fur- 
ther orders if tile .iirciTitl is 
to he regarded as viable 
Boeuig will unveil the 717 
ne.vt Week and e^peel^ 
begin flight tests in the siuii- 
nier. The group .<;iiit it haii 

problems with the ain;r.ilVs 
engiiKs, whidi are m.‘innf.ii.'- 
tinxfl h> RoMs-Koytv oi the 
UK and UMW ut Cienii.iii> 
Hmvexer. it f.\pfcteri the-io 
to be resolved by .itily. .iliou- 
fng the aircraft to -..'o nun 
si'rvice next year. 


Efta, Canada to start 
talks on trade accord 


By Tim Burt bi StDCkhobn 

The European Free Trade 
Association (Efta) said yes- 
terday it would riiortiy b%ln 
formal n^otiatioos on a five 
trade agreement with Can- 
ada. the first such deal 
between a pan-European 
trade body and a North 
American country. 

The association - compris- 
ing Norway, Switzerland, 
Iceland and Liechtenstein - 
said the proposed deal would 
give companies based in the 
four countries the same 
access to Canada as rivals in 
the US, which already enjoy 
free trade links under the 
North American Free Trade 
Agreement (Nafta). 

Officials described the 
talks, due to begin in Ottawa 
later this month, as the most 
significant step for Efta 


since the group signed a free 
trade alliance with tbe Euro- 
pean Economic Area in 1994. 

Last year, trade between 
Efta countries and Canada 
totalled $3.9bn. 

Efta foreign ministers, 
meeting in Reykjavik, yes- 
terday issued a joint state- 
ment saying: "Tbe agree- 
ment would be the first free 
trade bridge across the 
Atlantic and. as such, a new 
dimension in Efta trade 
policy.” 

The move marks the latest 
step in Efta’s campaign to 
forge alliances with third 
countries. The four member 
states, which account fbr 
$247bn or 3 per cent of world 
trade, have so fer concluded 
13 free trade agreements and 
seven co-operation deals 
with partners in eastern and 
central Eurqpe, and tbe Med- 


iteirnneiin basin. Eft.i nffi- 

ciafe imlknteri tlxil ihf 
ciation intended to sli-p up 
such links with furthiT uiiks 
with Cyprus, the Pulesiino 
Liberation Organisation - 
representing tlie PalMtlmun 
.Authority - Lebanon unil 
Jordan. 

The strategy hus been 
drawn up partly to eiisun* 
that companJe.^ based in 
member countries receive 
fair trade access, particu- 
larly if tbe European Union 
seeks preferential trade 
agreements for its members. 

As part of that drive, the 
ministers meeting in the Ice- 
landic capital said that joint 
committee meetings would 
take place later this month 
with the Czedi Republic and 
Slovak Republic, likely to be 
followed by contacts with 
the Macedonian gowrmnent. 


SIEMENS 

NIXDORF 





Long Hve the notebook, long may it be a source of 
profit and pleasure. 


But virtiere to find a true prince of notebooks? One 
that^ so easy m use and upgrade with the newest 
processor, extra herd disk or RAM cepacfty. One that 
makes possible multimedia presentations fit for a prince. 

Uke to find out more about the SCENIC Mobile and 
^ch a safe investment? Visit us at ijttp^j^vmmsnLeom^e 
Anything else we can do for you? 



Personal Computer 

Siemens Nixdorf: User Centered Computing 
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® UN studies I Drive to keep Euro-Med talks alive 


secret data 


By Boiiia Kh^ fai LondOd 


on Iraq arms 


By Midiael UtUelolHis 
at the UN in New York 


The head of the United 
Nations coniinission charged 
v.ith chminating Iraq's bio- 
li>gii'nl, chemical and missile 
programmes yesterday 
briefed the Security Council 
•Til lioiv much more has to be 
done by Baghdad before be 
r.'in •U-i'lai'e compliance u>1tb 
UN demands and recom- 
mend enduig sanctions. 

Ricluird Butler, a former 
.imbassador of Australia, 
went into the closed-door 
session armed with photo- 
graphs taken by a U-2 high- 
aititude reconnaissance air- 
•.■i‘.Ttt that conducts regular 
flights over Iraq, and other 
classined data assembled by 


A principal aim 
was to convince 
members Saddam 
was still playing 
cat and mouse 


inspectors from his comtnis- 
smi], knuwn as Unscom. A 
principal aim was to con- 
vince members impatient 
over the slow progress of 
arms inspections, especially 
Rus.«ia and France, that 
President Saddam Hussein 
w.Tii still playing cat and 
niou.>« with the UN. 

It was not the Qrst time 
the council had studied U-2 
pictuips of Iraq. But these 
and other highly sensitive 
documents and data posed 
some risk for the UN 
because detailed intelligence 
infurmatinn could be of 
immense value to Bagbdad. 
cnnMing the circumwotion 
of Weapons inspections. 

On the other hand, a con- 
nneing case by Mr Butler 
could persuade sceptical 
members that Unscom's pol- 
icy wns the only correct one. 

In a bid to pre-empt his 
ap}>et7rn(ice. Mohamed al* 


Sabaf. Iraqi foreign minis ter, 
who has spent several days 
in New York for talks witb 

sympathetic delegates, bad a 
private meeting with council 
members during which he 
was said to have insisted 
that Baghdad had made 
“four final and complete dis- 
closures” to Unscom and 
called for the lifting of the 
eight->'ear sanctions regime. 

Sir John Weston. UK dele- 
gate. said he was unim- 
pressed by tbe Iraqi presen- 
tation. which he termed a 
cynical exercise in obftisca- 
tion and an attempt to put 
Unscom in the dock. Bill 
Richardson. US delegate, 
said the Iraqis failed to back 
ibeir arguments with docu- 
mentation and were “not 
convutcing.*' 

But Yuri Fedotov, the Rus- 
sian representative, insisted 
that Mr al-Sahaf had pro- 
vided technical data that 
were “of relevance". The | 
British delegate rejected the 
idea of a split in the coun- ' 
cil's ranks, noting that mem- 
bers bad “at least a dozen . 
times" expressed themselves 
unanimously on the Iraqi 
question and it was impor- 
tant to continue that solidar- 
ity. 

What seemed likely to 
emerge from yesterday's 
exercise was what has been 
dubbed a “road map" that 
Mr Butler may take to Bagh- 
dad. setting out what still 
needs to be done to ensure 
compliance. 

He is due in the Iraqi capi- 
tal next Thursday for his 
first visit since March, which 
came shortly after Kofi 
Annan, UN secretary gen- 
eral, averted the threat of US 
military action through an 
agreement with Mr Saddam, 
which permitted inspections 
of “sen9tiv*e sites" that Iraq 
had placed oll-Umita. 

The International Atomic 
Energy Agency believes that 
any potential Iraqi nuclear 
threat has been eliminated 
and that in this area inapec- 
tions could be superseded by 
long-term surveillance. 


Tile European Union b^an 
talks >*ester(lay with 12 Medi- 
terranean partners in an 
effort to revive the Euro- 
Mediterranean initiative and 
avoid its contamination by 
the stalled Middle East peace 

process. 

The twoday inFormal for- 
eign minis ters* meeting in 
Palermo to discuss trade and 
investment co-operation has 
been structured to avoid 
turning the affair into a 
forum for venting frustra- 
tions with the collapse of the 
peace process. 


ENslitleal issues were to be 
concentrated last night in a 
single session and no formal 
statement is expected to 
emetve from the meetil^ 
The Euro-Med initiative 
started U7tb the 199S Banre- 
lona confereuoe and Is aimed 
at promoting political and 
security dialogue and eco- 
nomic co-operation to create 
a non-a'^eultural free trade 
area by 2010. But it has grad- 
ually become a victim of the 
failli^ peace process. Arabs 
and Israelis have refused to 
sit together on some meet- 
ings and the last formal for- 
eign ministers' meeting In 


Malta last year was over- 
shadowed by attempts to 
revive the peace process. 

Officials were yesterday 
hoping that the absence of 
both Yassir Arafat, the Pal- 
estinian leader, and Benia- 
min Netanyahu. Israeli 
prime minister, would help 
keep the agenda focused on 
ecoimmic co-operation. 

“We want to ooderline 
that Barcelona Is aliw, that 
it continues, and that we're 
making progress in many 
areas, such as financial co- 
operatiaa.'* said an EU ofQ- 
claL “Whether this will work 
or not is another matter, but 


it is in nobody's interest lo 
torpedo Barcelona. " But the 
Palermo meetinfr coines_ at 
time of Arab frustration 
with Israeli policies and con- 
sultation among .Arab lead- 
ers on holding a .summit lo 
coordinate a response to 
Israel's relUsaJ to honour its 
peace commitments. 

It alw comes at a time of 
increasingly outspoken EU 
criticism of Israel, accusing 
it of hindering rtjgiooal eco- 
nomic integration. 

Specifically, the EU h^ 
warned Israel that it will 
prevent imports from Gaza 
and the West Bank under a 


“Made in Israel" label fruni 
benefiting CroQi P"'"*' 

leges under the trade accord 
because such goods are not 
Israeli. So far. Morocco. 
T unis ia. Israel, the Palestin- 
ian Authority and Jord;m 
have signed association 
agreements with the EU but 
some of these countries have 
expressed disappointment 
with the slow pace of imple- 
mentation and its apparent 
limited benefits in utiracting 
foreign direct investment. 
The agreement with Egv'pt. 
meanwhile, has been held up 
up by 3 dispute over access 
to agricultural produce. 


Ethiopia, 
Eritrea in 
artillery 
battle 


By KiUcheia Htans 


Kabila battles to purge demons 




Changing banknotes and reshuffling ministers may not be enough 
to solve the Congo’s problems, an FT Correspondent reports 


M embers of Laurent 
Kabila's eutourage are 
begioning to regret 
his promise, made soon after 
proclaiming himself presi- 
dent of the Democratic 
Republic of the Congo last 
year, that the country would 
live up to its new name and 
bold multiparty* elections by 
April 1999. 

Amid the euphoria that 
surrounded his takeover in 
May last year, and the depar- 
ture of Mobutu Sese Seko, 
one of Afi*ica's loogest serv- 
ing tyrants, it seemed to 

them a reasonable timescale 
within which to legitimise 
Mr Kabila's rule at the ballot 
box. 

Elections seem less appeal- 
ing to his followers now. The 
name of Zaire may have 
been wiped off the map. but 
its reputation as a rogue 
state is stlU strong and its 
hinterland as inaccessible. 
Its new leader is seen as 
autocratic and the popula- 
tion almost as estranged 
from goremmeat as it was 
under Mr Mobutu's corrupt 
rule. 

Even relations with the 
regtonal leaders who helped 
Mr Kabila to power have 
soured following the resur- 
gence of crass-bolder rebel 
activity in the east and the 
apparent inability of the 
Congolese army to contain 
insurgency. 

“What we need now Is a 
government which acts, not 


speaks. We need to choose 
three developmeot priorities 
for each prav*ince and foiget 
the rest," says a presidential 
adviser who played a role 
last year in drawing up the 
$4.Sbn national recovery 
plan. He. like others, is now 
troubled by the prospect of 
raising funds for even mod- 
est improvements in a cli- 
mate of donor hostility and 
investor nervousness. 

Perhaps with this in mind. 
Mr Kabila reshuffled his cab- 
met earlier this week, bring- 
ing in 13 new mini sters and 
juggling factions of his 
uneasy alliance. Observers 
say the changes were more 
remarkable for the outgoing 
ministers - five of whom are 
being detained on allega- 
tions of corruption - than 
those coming in. 

“'There were certain prac- 
tices that were going on 
which bore a strong resem- 
blance to the old habits of 
the Mobutu days." a presi- 
dential aide acknowledges. 
“This 1$ meant as a strong 
signal that they must stop.** 

The apparent end to 
immunity for senior rankteg 
officials has been welcomed 
by a population accustomed 
to the excesses of the ruling 
elite going unpunished and 
alert to signs that the dis- 
ease had crept back into the 
heart of the new administra- 
tion. 

But It has also underlined 
worries about the over- 
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whelming power of the secu- 
rity services and reinforced 
doubts about the compe- 
tence and accountability of 
the n^ime. 

The tendency has been to 
make problems disappear by 
putting their authors behind 
bars. Since thei« are so 
znaoy problems, the jails are 
overflowing virith perceived 
trouble-makers ludcy to get 
a hearing at a military tribu- 
nal after six mnnlhs. A com- 
mon complaint is that Mr 
Kabila, after more thaw 30 
years as a minor guerrilla 
leader, is running the peace 
on a war footing. 

Widespread repression, a 
ban on party politics which 
Mr Kabila intends to lift 
only months before putative 
elevens, and the obstruc- 
tion of a United Nations 
investigation into Rwandan 
refugee massacres have 
made it difficult fm* donors 
to justify propping up a 
regime with the develop- 
ment aid it desperately 
needs. 

Six months after a Friends 
of Congo donor conference, 
the Worid Btuik has strug- 
^ed to raise even a quarter 
of the money promised fbr a 
trust fond towards govern- 
ment recovery plans. The 
IMF has threatened to sus- 
pend Congo should it reftise 
to tumour by June 29 loans 
built up by the Mobutu 
r^ime. 

But if Mr Kabila has 
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Laurant Kabila: a c cuse d of naming the peace on a war footing 


turned bis back on the world 
which he accuses of funding 
the former regime long after 
financial irreguiarities were 
known, he has not per- 
suaded it be is on higher 
moral ground. 

Even mining companies, 
which thronged to Kinshasa 
last year in the hope of get- 
ting a share of one of the 
world's last uoexploited min- 
eral storehouses, are adopt- 
‘iog a wait-and-see approach. 


T hey have been frustrated 
by cash demands, an 
inadequate Judicial code 
to protect investments, and 
confusing layers of official 
negotiations. Local inves- 
tors. dogged by punitive 
taxes, are waiting to see 
whether a remarkable year 
of exchange rate stability 
and low inflation achieved 
b>’ a newly rigorous central 
bimk will survive the prom- 
ised launch of a new cur- 
rency. the Coogiolese franc, 
on June 30. They also await 
results of commercial bank- 
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ing sector reforms which 
would renew prospects of 
loans. 

Diplomats have started 
wondering what alternatives 
are lurking on the margins - 
as Mr Kabila once did - that 
might be capable of baiting 
the country's decline. They 
also ponder bow the govern- 
ment will organise elections 
when a population census, 
seen as a vital precursor to a 
poll, is far from ready. 

The scale of the problem 
was illustrated r^ntly by a 
local Journalist wbo discov- 
ered. in a forgotten corner of 
tbe capital, an old man who 
refused to believe Mr Mob- 
utu had been deposed and 
buried. 

The president's entourage 
may well wonder whether 
two years is enough fbr Mr 
Kabila to stamp his author- 
ity on the mass of jungle and 
isolated bush that was Zaire. 
Removing Mr Mobutu's face 
from the banknotes and 
shaking up the cabinet may 
not be enouidi. 


The simmering border 
dispute between Ethiopia 
and Eritrea exploded Into 
all-out warfaru yesterday, as 
troops (rn either side of U»e 
contested fruntier fired 
shells and luoi iar bombs at 
their former battlefieid 
allies. 

Dashing hopes of a negoti- 
ated solution to the month- 
long crisis in tht' Horn of 
.Africa, eyewitnesses 
reported chat a full-scale 
artillery battle began at 
dawn at Znlambessa. a town 
, at the heart of the triangle of 
i territory being claimed hy 
i both countries. 

I Ethiopia immediately 
' aecust*d Eritreii of starting 
the battle. saj*ing its former 
northern province was trj-- 
ing to “hoodwink" the inter- 
natiuna! community. Eritrea 
responded by accusing Addis 
Ababa of planniiut un armed 
invasion. . . 

“This attack represents a 
new and dangerous escala- 
tion of the crisis." said the 
Eritrean Foreign Ministry. 

“Unfortunately the Ethio- 
pian government persists in 
its intransigent position of 
launching a full-scale war 
unless Eritrea ‘withdraws 
unconditionally' from terri- 
tories that ore fndisputahly 
Eritrean." 

Eritrea, which won inde- 
pendence in 1993. pla>‘ed a 
significant role in helping 
Ethiopia's guerrilla move- 
ment oust Mengistu Haile 
Mariam, the former Marxist 
dictator. Both countries 
appeared to enjoy w'arm ties 
until May 6, when a 
long-standing row over a 
still undefined mutual fron- 
tier turned liolent. 

Appalled by tbe prospect 
of two of its closest African 
allies going to war. the US 
has spent the last month try- 
ing to avert a full-scale con- 
frontation. with Susan Rice, 
the assistant secretary of 
state for Africa, shuttling 
between the two capitals. 
With efforts showing few 
results. Rwanda has recently 
become involved in diplo- 
matic efforts. 
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LANDESB ANK S UBSIDIA RY MOVES TO OFFS ET INC OME TO BE LOSTjTHROUGH CIRCULATION OF EUROS 

Thomas Cook diversifies into property 


^ bgleihain in UHidon 

Thomas Cook, one of the 
UK's oldest and biggest 
travel agents, is to become 
an estate agent for overseas 
properties. 

Hie agency, owned by Ger* 
many’s Westdeutsche Lan- 
desbank. claimed it was the 
first UK travel company to 
offer the service. 

The agency will use 
Thomas Cook’s 385 UK 
travel shops, supported by a 
dedicated London-based 


showroom team. Zt will sell 
properties graded four star 
and above, built by big 
developers such as Hannar 
Homes and John Mowlem in 
selected resorts in mainland 
Europe and Flmida. 

Potential bikers will be 
offered financial and mort' 
gage advice by FPD Savills, 
the finance arm of the Sav- 
ills estate agency. Thomas 
Cook will aig« sell a number 
of linked anmilary services, 
including bouse buildings 
and contents msurance. 


The move into estate 
agency is a ^dn-off from the 
venture into timeshare holi- 
days that Thomas Cook 
announced last week. 
Andrew Chapman, who mil 
head both divisions, said 
they were a logical esctenslan 
of the ton holiday business. 
‘Teople buy a package holi- 
day for one or two weeks, a 
timeshare is for one a* two 
weeks bat flor x yean, and 
the same developers that 
offer timeshare offer free- 
hold properties.” he said. 


The new businesses are 
part of a diversification 
strategy designed to replace 
foreign exchan^ income 
likely to be lost when euro 
notea and coins an intro- 
duced is 20 (^. travel 

a^nt to be the UK's 

biggest supplier of leisure 
consumer foreign exchange, 
more than 20 per cent 
of tifo £l3bn {92lbn) market. 
It has admitted that the euro 
will have a big impact on 
thifl business. 

The estate agency busi- 


ness is being launched at a 
time of growing demand in 
the UK for overseas proper- 
ties. Abbey Natioo^ one d 
the few UK domestic mort- 
g^ lenders to offer a q[>eci- 
alised service for buyers of 

property in mainland 
Eur^, sakt: ’’We have seen 
a big increase In business 
since the start of the year, 
particularly in Prance and 
southern Spain.” 

The strength of the pound 
is one of- the foctors behind 
this increase. Mark Chilton. 


Maflwflgjpg director of FPD 
Savills, said: ”Despite the 
recent softening in sterling, 
mcchange rates against most 
major European currencies 
are still around 20 per cent 
hi^lur than two years ago 
[whidi] makes an oveReas 
property a very attractive 
optiem for UK-bioed buyers”. 

Abbey National said there 
were also socioeconomic fac- 
tors behind the trend, 
including an increase in the 
numbers of people taking 
early retirement. 
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How the deal works 


CHANME L TUNNEL ROUTE DEPUTY PREMIER JJNVEIL^RE^CUE PACK AGE 'FROM THE ASHES OF LCR'S COLLAPSE' 

Rapid 
rail link 
to France 
is given 
go-ahead 

By Ctiarfes Batehalor, Jonathan 
Ford and fieorae Parker 

The UR government yester- 
day gave the go-ahead for 
the construction of a ^Abn 
($9.5bD) high-speed rail link 
from London to the Channel 
tunnel between England and 
France. 

The 110km line will be 
built in two stages but 
should be completed by 2007, 

John Prescott deputy prime 
minister and ebi^ transport 
aunister, told the House of 
Commons. 

'nils decision means that 
the Eurostar trains between 
London, Paris and Brussels 
will be able to travel at 
speeds of up to 225kph 
through south-east England 
and, when both stages are 
complete, will cut 35 mia* 
utes oB journey times. 

It brings to an end four 
months of uncertainty after 
Mr Prescott rejected an 
application fit>m London & 

Continental Railways, the 
private sector promoter, for 
an additional £lAbn of sup- 
port on top of the £L8ba ear- 
lier amneed. 

”Tiiis is an agreement 
snatched from the ashes of 
LCR'S collapse." Mr Prescott 
said. "We have delivered an . 
exciting and Imaginative 
package that is good news 
for people travelling to and 
from mainland EUTOpa” 

LCR is to raise finance for 
the project, which will be 
managed by Railtrack, the 
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privatised owner of the UK 
rail infiastructure. Railtrack 
will commit Itself to taking 
over Stage One between the 
tunnel and a point just out- 
side the London suburbs for 
£1.5ba It will also have an 
option to buy Stage Two. 
thren^ east London into St 
Pancras station, for an 
expected £iAbn. 

:The goveniment's- addi-n 
tional contribution has been 
reduced to between £140m 
and £360m - lower tlian 
recent suggestions that an 
extra £70Qm was needed - 
and will not be paid until 
2Q1Q, Mr Prescott said. 

The IVeesury has agreed a 


"one-off arrangement” to 
provide government backing 
for £3k%D of debt and bonds 
which will be issued by LCR 
to finance the project. In 
return, the govemment win 
receive 35 per cent of LCR'S 
pre-tax profit afto* 2030 and 
a 5-10 per cent Aake in Euro- 
star. A further £2bn (rf com- 
mercial diAt wm be raised. 


cesoon wfll be cut Dram 999 
years to 90, ariiich wifi mean 
the hzik revert to gov- 
emment ownetafafo in 20S6 - 
the same year as foe tunnel. 

The Gurostar trains wQl be 
taken over by -a consortium 
compiiaing the Nationad 


Express coach group, British 
Airways and French and Bel- 
gian naHnnui raOwsySk BA 
plans to launch a direct 
train sendee b^ween Heath- 
row airport and mainland 
Eui^, said Robert Aylirtg. 
Briti^ Airways chief execn- 
tiva 

A^rgin, the onsuccessful 
bidder for the Eumstar busi- 
ness, said zt would chaUenge 
the deal with the cozz^eti- 
txHi authorities in Brussels. 
Mr Prescott Insisted that 
LCR had a contractual obli- 
gation to bizQd both stages of 
the link but municipal 
authorities in Ssit and east 
Lemdon expressed fears that 


the second stage mi^t not 
be completed. 

Matthew Taylor, transport 
spokesman for the opposi- 
tion Liberal Democrat party, 
said the agreemmrt did not 
secure a guarantee that the 
seomd stage would be com- 
pleted. Tlte ajmoaacemeat 
coincided with Railtrack's 
1997-98 results, which 
showed pre-tax profits up 12 
per cent to £388m on turn- 
over ariuch was 1 per cent 
hi^rer at £2.47bs. Railtrack’s 
shares rose 41p to a new 
high for the year of £13.10. 

Ti 

Rantreek rasuRs, Page 2D 


Soc Gen to launch ^share dating’ in London 


^ EnAo TeraaNio in London 

Societe Gendrale. the French 
investment bank, is to 
launch an electronic stock 
mntpVtiTig system in London 
for institutional investors 
trading in UK shares. 

The system, whidi will be 
able to handle big block and 
precramme trades anony- 
mously. will offer institu- 
tional investors an alterzra- 
tive to the London Stock 


Exchao^'s Sets, which has 
been criticised by brokers 
and investors since it was 
introduced more than six 
months ago. Critics com- 
plain of a lack of liquidity 
and of erratic pridng. 

Societe G«n9rale will 
introduce the system, 
aiieady used under the name 
Posit by institutional inves- 
tors in the US, later this 
year. The FTezicb bank has 
tMined up with Investment 


Technology Group, the 
developer of Posit 
Posit matches electroni- 
cally huge blocks of buy and 
sell oiders e n tered by ftmd 
managers. It win maiiA the 
orders twice a day - once in 
ttip mo i-TiiTig aiTiri once in twa 
afternoon - at the mid point 
of the prevailing market 
price at that time. It has the 
ad'vaiitage of handUng trans- 
actions without, affecting 
maiket prices. 


Sets handles on ly 50 per 
cent of trades in FTSE 100 
companies, measured by 
value, with the rest traded 
through marketmakers. 
posit wiS be able to offbr 
liquidity to Amd managers, 
^edsdly those tracking the 
index' looking to trade a 
large number of shares. 

*Tt’8 like a dating agency 

to swap ahores and makes 
trading much more effi- 
cient,” says Rob Barrett, 


ftmd manager at State Street 
Global Advisors. In the US, 
it hanriiaa about sbares 
daily, or about 2 per cent of 
the overall volume traded. 

ZTG says that its system 
will use prices based on that 
of the London Stock 
Exchange and will not be a 
direct competitor. It will also 
act as an agesjt brokn^ for its 
clients and will apply for 
membership with the 
exchange. 


Nominations close for N Ireland assembly 


By John Murray Brown 
toDubRn 


Nominations for candidates 
in the June 25 elections for 
the new Northern Ireland 
assembly closed yesterday 
With the pro-British Ulster 
Unionist party running 48 
candidates and contesting 
each of the 18 six-member 
districts. 

Sion F§in. the political 
wing of the Irish R^ublican 


Army, and the moderate 
nationalist Social Demo- 
cratic and Labour party are 
running 38 each - again in 
e^'eiy district But both per- 
ties are unlikely to secure 
the 14 per cent quota 
required to win a seat in 
c fffme of them. The haidline 
Democratic Unionists, who 
boycotted the peace talks, 
are fielding 34 candidates. 

Much is at stake with 
party strengths In the 


assembly determining who 
wins seats in the new pows'- 
ehariwg esBcutzve and who is 
appointed to the coundl that 
will oversee the proposed 
north-south bodies, which 
the agreement envisages 'wHl 
finge (xH^eration with the 
R^obhe of Ireland. 

Usii^ lafit year's gsascal 
electhm result, Sydzi^ Ell- 
iott. politics lecturer at Bel- 
fast's Queen's University, 
estimates the Ulster Uid<m- 


ists will emerge with 39 
seats, the SDLP 24. Sinn 
Fein 16. the Democratic 
ffoionists 16. AlUaDce nine, 
azul the Progressive Union- 
ists and UK Unionists two 
each. 

That result would giw 
Geiry Adams, president of 
Sinn Fdin, an automatic 
place on the 10 -member exec- 
utive - an awkward p rospect 
because the UUP has said it 
wffl not rit with Stam Fein in 


government ibf there is no 
movemeDt from the IRA cm 
weapons decommissioning. 

With the UUP expec^ to 
be the biggest par^ in tiie 
assembly, David Trimble, 
the party leader, is likely to 
become chief executive of 
the new administration. 

Mr Trimble said the pe(g>le 
of Northern Ireland at last 
bad the opportmti^ to gov- 
ern themselves and be 
appealed to tiiem to grasp it 


Lloyd’s 
ready to 
admit 
captive 
insurers 


^ ChristDpher Adams, 
Msaiwice Cana sp ondeB t 


The Lloyd's of London 
insurance market is poised 
to admit captive insurance 
subsidiaries of multinatioDal 
companies, in a move that 
would deal a blow to other 
captive domiciles such as 
Bermuda, Gibraltar and the 
Isle of Man. 

Max Taylor, *»hjitrman of 
Lloyd's, will ontline the mar- 
ket's plans at a conference in 
Luxembourg today. Lloyd's 
wants to begin accepting 
captives - set up to look 
after a parent company's 
insurance needs - by 1999. It 
has written to 40 of the 
world's biggest companies in 
the UK and US seeking their 
views on a draft regulatory 
regime. 

The move follows 
approaches fi-om several 
companies seeking to estab- 
lish a captive at Lloyd's, the 
mam advantage of which is 
Lloyd’s ability to write busi- 
ness around the world. By 
setting up at the market, 
companies avoid ‘TroDting” 
costs in countries where 
their captives are not able to 
write insurance. 

Lloyd’s, whidr has tradi- 
tiniaUy dealt throat insure 
ance brokers and not 
directly with corporate cus- 
tomers, is examining ways 
in which it could exploit 
alternative risk transfer 
techniqnes each as captives 
in an effort to bring more 
business to the market 

It believes captives would 
generate reinsurance busi- 
ness for underwriters and 
allow costs to be shared. But 
the proposals will be contro- 
versial. Capital providers 
may baulk at the idea 
because captives write a rel- 
atively narrow razige of bus- 
ness yet have ngnificant lia- 
bilities. If one foiled, it could 
pose a great strain on 
Lloyd’s central fund, a pool 
of money which meets 
daims in the last resort. 

The market would require 
captives to hold ftinds at 
U^d's representing at least 
50 per cent of gross written 
premiums and demand 
parental guarantees to meet 
additional liabilities. 

Multinationals have com- 
plex insurance needs and it 
can be cbeapa* to retain a 
degree of risk and manage it 
In-bouse than buy cover 
firom the insurance market 
Captives in some offobore 
centres have also benefited 
from generous fiscal 

r pprmag . 

There are nearly ifiOO cap- 
tive vehicles worldwide, 
accounting for some £12ba 
(819.7bn) of premiums, and 
numbers are increasing. But 
tile tax advantages in setting 
one up ofCdiore have been 
eroded recently, accarding to 
actuarial consultant TilUn- 

gbast lowers Perrin. 


NEWS DIGEST 

NUCLEAR WASTE 

Scots plant says ‘missing’ 
uranium never existed 

The troubled Dounreay rujclear complex in Scotland was 
trying yesterd^ io explain why a large quantity of highly 
enriched uranium which a adrnits is unaccount^ for never 
existed. The loss of an estimated i'Okg of uranium was 
recorded m 1969, It was thought to htU'e occurred over 3'.'? 
years between 1965 and 1968. The information on the mate- 
rial unaccounted for emerged in a published inventory of the 
cotTterrts of a shaft at Dounreay into which waste material was 
dumped in the 1960s and 1970s. Anti-Dounreay campaigners 
claimed the loss could be explained by the material having 
been transferred to the UK's nuclear weapons programme. 

But John McEwan, ch«f executrve ot the UK Atomic Energy 
Authority, said the disappearartce of the material was simply 
due to a miscalculation. In the House of Comrrxxis, Tony Blair 
accused Alex Salmond. leader of the Scotti^ National party, 
of being "irresponsible arx! extreme" to alarm the public with 
allegations about the plant. 

"As for allegations about The supposedly missing highiy- 
ennehed uraruum. this aHegaiion is actually based on a misin- 
terpretation ct 30')'ear-old records which are far from com- 
plete by modem standards." James Buxton, Edinburgh 

THE ECONOMY 

Sterling slows services’ growth 

The strerrgth of sxerliiv, is beginning to slow the growth of the 
UK's service sector, according to a report yesterday. But ser* 
vices continued to expand rapidly in May. the monthly survey 
of GOO purchasing managers by the Chartered Institute of Pur- 
chasing and Supply showed. "The nse m business activity 
during May reflected the continued strong growth in the 
amount of new business," the irTstitute said. Buoyant domes- 
tic demand and increased spending on marketing boosted 
business in the companies surveyed. One m four companies 
reported a higher level of business Iasi month than in ApnL 
The slight slowdown will be examined by members of the 
monetary policy committee of (he Bank of England, the UK 
central t^k, which today announces its latest decision on 
interest rates. Richard Adams aiKl Ai>drew Bolger, London 

JOB SECURmr 

Survey reports decrease 

Job security has decreased over the past three years in a 
third of UK companies, according to the Confederation of 
British Industry, the employers' lobby. Initial results from a 
CBI sun«y of employment trends in 8,000 organisations also 
found wrortcirtg patterns are becoming more fiexible. with 41 
per cent oi companies using more contract staff, 47 per cent 
more temporary staff and 3B per cent more flexible hours. 
Adair Turner, director-general of the CBI. said: "Flexibla 
labour markets are the right policy response to the unemploy- 
ment of the nineties and we need to spread that message to 
other countries across Europe. But the benefits of those flexi- 
ble labour markets could be undenninBd by workforce insacu- 
rtty. both through mdividuai demotivation and through the 
political reaction that increased flexibility can provoke.” 

Reacting to the CBI survey. John Monks, general secretary 
of the Trades Union Congress, too many people suffered 
from insecurity in their working lives. This is due to too little 
investment in training arxf education and too much reUanca 
on hire-and-fire." he said. Andrew Bolger, Loruion 


CIVIL SERVICE 

Treasury chief to quit 

Andrew Turnbull, head of the Depadment for the Environment, 
Transport and the Regions is to become permanent secretary 
(top official) ol the Treasury, the govemment machine’s most 
powerftil department, at the end of the month. He wUf replace 
Sir Terry Bums, whose departure brings to an end his uneasy 
relationship with Gordon Brown, the chancellor of the ecche- 
quer. Sir Terry joined the Treasury as chief economic adviser 
in 1980 and beMme its permanent secretary In 1991. Nigel 
Lawson, the former Conservative chancellor, admired Sir Ter- 
ry’s work at the London Business Schooi in the 1970s end 
persuaded Sir Geoffrey Howe, then chancellor, to bring him In 
as the department's economic guru. 

The appoirrtment proved a great success, tarnished only 
by his failures in the forecasting area in the late 1980$ and 
e^ 19906 - the very area, ironically, where he had originally 
made fus academic reputation.” Lord Lawson said in his auto- 
biography five years ago. Robert Chote, LoiKlon 


BSE INQUIRY 

Mystery of epidemic threat 

It is impossible to determine how many people might contract 
the human version of "mad cow disease”, an epidemiologist 
told the BSE Inquiry in London yesterday. He said the size of 
the epidenic could range from dozens to thousands. Simon 
Cousens, of the London School of Hygiene and Tropical Med- 
icine. said this was because the incubation period of the dis- 
ease - new vanant Creutzfeldt-JaKob disease - might be 30 
years, or even more. The first victims of the disease appeared 
in 1995 but could have infected 10 or more years ear- 
lier. So far 25 people have died of the disease. Another sden- 
tfst said in a wrftten statement that changes to the govern- 
ment veterinary service might make it much harder to 
recognise and Investigate BSE rtow. Dr Martin Jeffrey, who 
vrarked at the Central Veterinary Laboratory at the time the 
(fisease was identified in 1986. said: ”lt is posable that were 
BSE to occur in 1998 instead of in 1986 we may not have 
been able to detect it quite so readily." 

He blamed the "business ethos that is now used to run our 
science". Maggie Urry, London 
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Campaigning intensifies before the poii of poiiing systems 


Liam Halligan reports on the question of 
which aitemative should be offered to the 
public in a referendum on electoral reform 


Smsfl pwues comptei n that aw ^ tha nafacnal vote 

Of Oix^ seam M proporthw to thek snare 


A fter tbe question of 
Britain’s entry Into the 
single European cur- 
rency, the biggest ctedBion 
facing the Labour govem- 
ment is arguably electoral 
r^onn. Bnt while the poll- 
.ties of Emu easily grab the 
public’s attention, xoanoen- 
vrings ever propiuitinial TQi- 
reseotation are littie noticed. 

Any shift from the presaft 
first-past-the-post (FFTP) 
system could have a greater 
impact ad tiie poBtieal sys- 
tem' other sbunds 

Of the govetiunenfs coosti- 
tutional refonn pn^granme 
put togethm*. Under EPTP, 
the ea^ldate with the most 
votes in each distilct wins 
its Bouse of Conuncas seat 


The aroane debate over 
whh± variant of m should 
be pitobed against eristing 
airangematts in a refores- 
dusi is intensifying. The 
commission on electoral 
refonn lad by Lord Jenkins 
- as Roy JenkiDS. has 
served » a Labour cabinet 

mfnigriyy an rt prvaf riftrrt of the 

Sur^ean Commlsslcin - is 
to r ^KTrt by Octob^. 

members of the oppo- 
Mtion ' Conservative pany 
agree with Michael Ancram, 
their new d^nity ffTiairman, 
vtiiO' calls the Jenkins com- 
mission *a rigged body, with 
a rigged -reut desisied to 
prodoce a rigged voting sys- 
tem to ke^ Labour in power 
at an eoets”. 


John Major, former Con- 
servative prime minister, 
joined the attack on refonn 
by suggesting that PR 
increases the likeUbood of 
coalition government. 
"CoalttiODS. by definition are 
unstable and uncertain - 
effective dedslon-makiDg is 
a first-past-tiie-post larocess. 
wHh i^ar winners and los- 
ers.” he told MPs. 

Both the Blatar government 
and Mr Major's Cmiservaiive 
administration of I9ffi took 
power even though they 
polled less fban half of the 
votes cast nationally in a 
election. 

The Conservatives suspect 
that the only reason Tony 
Blair is ffirt^ with PR is 
the likelihood that it will 
increase the number of 
House of Commons seats 
held by Labour - and cer^ 
talniy by the Liberal Demo- 


crats - at the expense of 
Ctmsmratives, keeping them 
out of office ffo: a generation. 

But, despite this advan- 
tage, Mr Blair remains 
f^ously "unpersnaded” (rf 
the merits of PR. One reason 
is the strength of foeling 
against change among his 
own MPs - who have formed 
”Ee^ the Link”, a SOetrong 
antl-PR rampaign group. 

“Old” Labour’s foais of 
change rest on concerns 
about the possibility of 
extremists he^ elected. 

Keep the Link also argues 
that reform should extend 
no further than the Austra- 
lian-style altenaative vote 
CAV) - which ranks candi- 
dates, with lower prefer- 
ences transferring until a 
majority-backed choice 
eomges - on the grounds 
that it retains close relations 
betwe^ MPs and voteis. 


Mr Blair's oEGce has tac- 
itly backed the group - 
allowing junior government 
members to join - to the 
anger of Liberal Democrats. 
They insist that AV is not 
“broadly PR^ortional", goes 
only p^-way towards full 
PR and breaks the Jenkins 
commission’s rules. If AV 
had ^Iterated in the 1997 gen- 
eral election, there would 
now be at least 90 Liberal 
Democrat MPs instead of the 
present 46, and just over lOO 
Conservatives compared 
with the present 165. is 
because Liberal Democrat 
candidates came a close sec- 
ond in many districts. 

But Labour insists AV 
remains a possibility. Jack 
Straw, the home secretary, 
asserts it fits the Jenkins 
remit. Be also points out 
that the commission’s ver- 
dict will be subject to “eabi- 


net consideration”. Friends 
of Lord Jenkins, now a Ub- 
eral Democrat, say be would 
not accept AV - leadi^ to a 
dilemma for Mr Blair. The 
widely-tipped compromise 
option is “AV-plus” - which 
elects MPs in both districts 
and on party lists - on a 
50.50 or 75:23 basis. One cri- 
ticism of this si’stem Is that 
it dilutes the direct link 
between MPs and votets. 

But Mr Straw’s recent 
statement to MPs, that 
changes could be in place 
before the next general elec- 
tion, points to AV - because 
AV-plus requires boundary 
changes unlikely to be 
achieveable before 2002. 

Were AV to be used. Mr 
Blair could reassure Lord 
Jenkins it was a stop-gap, 
with the possibility of 
adding party lists in a sec- 
ond Labour term. 
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TECHNOLOGY 



Eurepean Souttwm Observatory 


Sky's the Dmib The ebservatery wO share results with all scientists via the internet 

TECHNOLOGY VERY LARGE TELESCOPE 

A 14bn light year outlook 


The VLT brings a twinkle to a European 
astronomer's eye, says Imogen Mark 


The European 
I Southern Observa- 
Itory (ESOi, a Euro- 
pean scientific consortium, 
has successfully tested the 
first of four linked telescopes 
that wil! form the \T^T (Very 
Large Telescopei. the world's 
biggest and most advanced 
earth-based telescope. 

The new telescope has 
been built at Panmal. in the 
heart of the .\tacnma desert 
in northern Chile, where the 
dry atmosphere and stable 
climate helps guarantee 
clear skies for 350 nights of 
the year. When the full sys- 
tem is operating, by about 
2001. the VLT will be able to 
obser\-e objects 14bn light 
years away. 

It Will double or treble the 
capacity of the present gen- 
eration of earth-based tele- 


scopes. and allow scientists 
to study the universe close 
to its beginning, only Ibn 
years after tlie Big Ba^. 

Announcing the first test 
which is when the telescope 
produces the first astronomi- 
cally useful images - on May 
28. ESO said that "perfor- 
mance meets or surpasses 
the design goals, in p^icu- 
liir as concerns the achiev- 
able image quality. Expo- 
sures lasting up to 10 
minutes confirm that the 
tracking is very accurate 
and stable." 

For the first time in 
almost a century, it says 
proudly. "European astrono- 
mers will have at ibelr dis- 
posal the best optical/ 
infrared telescope in the 
world." 

The VLT consists of four 


Identical 8.2m-diameter tele- 
scopes with a collective 
diameter equivalent to 16m. 
Each unit is only I7cms 
thick but weighs 20 tonnes 
and is held by 150 movable 
supports. Much, however, 
will depend on the success of 
the ESO scientists and engi- 
neers in minimising the dis- 
torting effects of the earth’s 
atmosphere on the images 
they can receive. 

At the La Silla observatory 
further south they have 
developed “adaptive optics", 
a technique for correcting 
the distortions by means of a 
super-rapid image analyser. 
wUefa measures and then 
sends corrective messages to 
a small mirror, which bends 
to correct the image. 
Together with the VLT's 
large surface, the ESO says, 
the results will be images 
almost as clear as those from 
Nasa’s Hubble telescope. 


The observatory expects 
hundreds of requests from 
astronomers to use the facili- 
ties. It will shats results of 
observations with all scien- 
tists via the Inteniet. 

Not to be upstaged, how- 
ever, Nasa'a Oiigins Pro- 
gramme in Washington, 
which works tnth the Hub- 
ble telescope, announced on 
the same day ESO released 
the new’S and images that 
Nasa astronomers had 
observed what they believed 
may be a "possible planet" 
outside the solar system. 

• This year a $50m 
upgrade, funded in conjunc- 
tion with the Origtos Pro- 
gram, was announced for 
Hawaii's W.M. Keek Obser- 
vatory, irrites firuce Donm- 
ney. 'Ilie uKrade will add 
four 1.8m telescopes to the 
twin 10m telescopes at the 
observatory on Mauna Km. 
an extinct volcano. 


IT INTERVIEW GAVIN HOWE 

Standard 
bearer 
for the 
internet 


The chief ©cecutive 
of Reed Bsevter’s 
Technology Group 
talks to Richard 
Poynder 

m his smart siut 
P tidy office Gavin 
Howe does not look 
the archetypal “techie". Nor 
is be. 

Bi<r Ham began his work- 
ing life as a joamalist. After 
buying his first computer in 
1977, however, he cau^t the 
technology bujg. Soon he was 
publishing Computer 
Weekly. Shortly afterwards 
he became managing direc- 
tor of Reed's computer 
publishing group. 

Now 43, Howe's career 
changed direction again last 
September, when he was 
appointed chief executive of 
Reed Elsevier Technology 
Group - a unit created to 
spearhead the company's 
electronic publishing plans. 

Mr Howe's formidabie task 
Is to re-engineer the entire 
Reed Elsevier publishing 
operatioo, readying it for the 
age of the internet. 

“The company," be states 
baldly, “faces huge struc- 
tnral changes." Reed Elsev- 
ier has 25,000 employees. 



smoke screens, vocal queens, stealing scenes 

Brit-prop art and the new furniture high-fliers, the murky world of the bogus 
stogie, and why opera in the countryside could become a no-go aria. All in 
how to spend it colour magazine, free with the Weekend FT next Saturday. 


FINANCIAL TIMES 

No FT, no comment. 


1.200 sdentific journals, hun- 
dreds of business journals 
a jid ma garfnftft around the 
wotid - including the But- 
terworths and Tolley 
Qtl^ - as well as many busi- 
ness and travel 
directories. 

So how does a leading 
print publisher prepare for 
the networked future? Mr 
Howe says: *^6 are not com- 
pletely hung up on the web. 
If you take our position as a 
provider of high value infor- 
madott to profesdonais, then 
the web can be a pretty poor 
delivery medium." 

Mr Howe has in mind the 
superior performance of 
Lexis-Nesis, the proprietary 
online service acquired by 
Reed Elsevier in 1994. But 
surely traditional online 
services are yesterday's 
technology? 

“Lexis-Nexis is criticised 
for being an old-fashioned 
service." concedes Mr Howe, 
"but the fact is that it can 
oElier much more rapid and 
efSdent access to infonna- 
tir»n than anything yet avail- 
able on the internet." 

Nevertheless, the oeatlon 
of RETG underlines Reed 
Blsevier's anurecaadon of the 
need to re-invent Itself in 
response to the internet 
t^haiipng e Headquartered in 
Massachusetts, RETG now 
employs 100 staff. Mr Howe 
is keen to point out that it is 
not a central IT support 
uniL *^0 are not a web Gac- 
tory. our role is to assist the 
businesses to build their 
own development teams, 
rather than doing all 
the work for them. 
So when a new project 
begins two or three people 
fiom a business unit wQl be 
seconded to RETG 
to assist in development" 

Consequently RETG is 
strongly focused on educa- 
ting other parts of the group 
about the new technologies, 
and “evangelising". The aiyn 
is for the business units to 
acquire the expertise them- 
selves. so ironically, if RETG 
is successful, it will make 
Itself redundant 

So why have a centralised 
function at all? Firstly, to 
create tedhnology standards. 

“Instead of the company 
spending many hundreds - 
or thousands - of man years 
arguing about technology 
platforms, we pnnide a di^ 
cipline for everyone to work 



HowK Kite are not completely hung up on the web ... H can be a 
pretty poor delivery medhim' 


within. By having a stan- 
dard we r^uce the debate." 
says Mr Howe. 

RBTG's second primary 
role is to be a central learn- 
ing hub. When part of the 
compaay acquires some new 
technological expertise 
RETG disseminates it 
aionnd the whole organisa- 
tion. "So we learn how to do 
something once only, and 
then apply that Ifarning six 
times around the company." 
explains Mr Howe. 

Whatever the internet's 


‘Our role is to 
assist the 
businesses to 
build their own 
teams’ 


limitations, Mr Howe does 
not doubt its long-term 
importance. He is excited 
about the company's fortb- 
coming web-based products. 
Elsevier Science, for 
instance, is wwMnp the fiill 
text of cOI its journals avail- 
able over the web through a 
service caDed SdenceDirect. 
while Reed Business Infor- 
mation is developing web 
sites around electronic 
versions of print 
publications. 

By bolting coutent from 
Lexis-Nexis on to the back of 
the web services. Reed Elsev- 
ier believes it can offer a 
unique combination of 


strong brand and content 
from a vertical print publica- 
tion. plus depth and breadth 
from Lexis-Nexis. 

Eventually the entire 
Lexis-Nexis service - a 20- 
year archive of more than 
ibn documents - will 
become available over the 
web. 

US subscribers to a new 
web-based legal service 
called LIS Xchange have 
access to around 99 per cent 
of the Lexis-Nexis archive. 
In April a similar service for 
businesses was launched In 
the US - n1Ui European ve^ 
sions due for release in the 
near future. 

In the short-term, how- 
ever. Mr Howe believes the 
best opportunities lie not 
with the internet itself but 
with the networking and 
software tools spawned by IL 
These are enabling publisb- 
ers to deliver web-based 
information directly into 
high-speed networks, bypass- 
ing the internet's creaking 
infrastructure. 

Already 20 per cent of 
Reed Elsevier’s revenues 
come from electronic prod- 
ucts. "Over the next three 
years we're looking to move 
that up to 30 per cent." says 
Mr Howe. 

But be does not expect 
print to disappear and 
insists the big changes 
under way represent more a 
quiet revolution than a 
bloody coup. 

This approach should give 
the business units time to 
acquire tbe necessary exper- 
tise themselves. 



TECHNOLOGY WORTH WATCHING 


HIter to refine 
crude oil in 
development 

US researchers are 
developing a filter that can 
refine end purify cnxfe oil. 
After fortfiar rese a r ch , it might 
everraaKy take on some of 
the processing currently 
performed by petroleum 
p^inerfes, eooording to its 
developers at the University of 
Southern Cellfomia 

The filter is made by heating 
a mucture of two met^ to a 
very high temperature and 
epieytng them ihrou^ a 
nozzle to make a powder. The 
powder coat s an inert which 
Is then paciced Into a hollow 
glees cylinder. 

When crude oil passes 
through the filter, it "cracks" 
about one-fifth cf the heaviest 
components, upgrading them 
Into lighter components. The 
filter was also able to remove 
as much as 60 per cent of the 
sulphur in crude oD. 

The so-caHed "intarmetallic" 
f9tsr would have certain 
advantages over reflnsilss, 
since it does not reqiare high 
ten i pei'at u res and pressures to 
operate. The device is befog 
developed with funding from 
Kiinair Envlronmentsl 
TechndogidS of Dublin in 
Ireland. 

UftnefisHy of Southern 
CsOfomia: US, tel 
2137404750; e-mail: 
c^verteQusc.edu 

Modified peas to 
weed out weevils 

A breed Of genetically’ 
modifled peas almoet totaBy 
re^stant to weevils has been 
developed. Normally, weevils 
cai reduce pea yields by 
S5-3Q pa* cent 


Scientist s st CSIRO, the 
Australisn r oooarch iristitute, 
Introduced a gene found in 
Wdney beans, which are 
naturally resistant to wesvils, 
into the peas. The gene 
produces a protein that blocks 
the normal digestion of the 
seeds by weevil larvae. 
Otherwise, the geneticaHy 
modified peas are identical to 
conventional peas in every 
way. 

'The researchers imend to 
apply the sane method to 
similar crops such as 
chickpeas and mung- 
beans. 

The introduction of modified 
peas could pMtentiaHy stop 
growers from having to apply 
chemical Insecticides. 

Weevils are a particular 
threat far subsistence farmers 
who often need to store crops 
under poor conditions. They 
are a widespread problem In 
Asia, the Indian subcontinent. 
Africa and South 
America. 

CSIHO; Australia, tel 
262766478; http:// 
www.esifo.au/news/ 

Air conditioning 
cooler than CFCs 

Daimt8r«Benz Is corwklering 
using carbon dioxide as a 
refrigerant In car air 
conditiQners. in an effort to 
improvs tiielr anvjoWnerrtal 
performance. 

Even though the 
nuorochlorohydrocarbons 
currently used In refrigeTants 
are much Jess emrironmentally 
damaging than tile that 
preceded them, there is stili 
room for improvement. 

Daimler-Benz beilevee that 
swttchlng to cartxm diOKide 
would reduce the air 
condtioners' overall 
contribution to the greenhouse 
effect by one-tiuid. It notes, 


however, tiiat running 
an air conditioner requires 
engine power to operate, 
resulting In extra exhaust 
emissions. 

Carbon dioxide has not 
previously been thought 
suitable lor air conditioners 
because it requires high 
pressure to operate, 
presenting an additional 
hazard. However, the 
researchers believe that 
rrKxlem materials can contain 
the cooler safoly and 
oompaetty. 

Damtsf-Bem: Germany, tel 
7111793039: fax 717 1794365. 

Quick and cheap 
test for cancer 

Researchers at Johns Hopkins 
University in the US are 
developing a quick and 
Inexpensive test for cancer 
that might eventually be used 
to screen patients 
vvho have a potentially 
high risk of developing the 
disease. 

The test is based on 
aUopurinol, a drug normally 
used to treat gout. It works by 
temporarily slowing down the 
production of DNA in cancer 
cells, with the result that some 
DNA components accumulate 
In the blood. When they are 
excreted in urine, they 
Indicate the presence of 
cancer. 

The technique, which is 
at an early stage of 
development, has been tested 
on a small group of patients 
with a variety of tumours. 
Further studies are now 
planned on larger groups of 
patients. 

Johns Hopkins: US, tel 
4 109558725: e-mail rrwn/yd 
welchknk.welch.finj.edu 

Vanessa Houlder 
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THE ARTS 


— award-wi nning film from IRAN 


To be, or not to be . . . 


thalmie eyes: beaky mlsL Faith, art and visdom, 

featnzas: looks like a vul- in the flaal reckoning, are 


.-.I'--' '• ^ 
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Se ti mpte aft miraculeuc Hom e y ow EnhacS at Mr BaddS in Tasta of Ctteny* 

launching - for instance - 


Nigel Andrews 

admires a suicide 
mission about the 
meaning of life 

Abbas Riaroetami's Tosie Of 
Cherry, which won the 
Palme d^'Or last year at 
Cannes, is like an injpired 
prai* played on the road 
movie. Ihere is no “road" in 
the sense of a developed sur- 
face going from A to B: the 
car-driver hero just winds 
and rewinds, mesmerically, 
around the hilltop dirt 
tracks above TdieFan. And 
th«« is no “movie," if that 
susseets to you a purposive, 
logical drama travelling like- 
wise from A to B. 

This Iranian travels 
more firom alpha to omega - 
from all our beednings to all 
our ends - via select points 
in the eidstential alphabet 
"Mr Badii" (Homayoun 
Brsbadl) is looking for a Tnan 
who will help his suicide 
proje ct For a generous 
reward, to be collected on 
mission’s completion, the 
helper will either throw 
earHi over Badii in his sdf- 
dug hiHride grave or, if the 
planned sleeping pQls have 
not worked, help btm out of 
it to a new life. 

This must be done at 6am 
the neat day. So on thu day 
- the film’s day - the dolefhl 
death-seeker drives around 
the dusty hills interviewiz^ 
candidates. He chats up a 
garbage-sifter. He takes a 
nervous soldier on a long 
drive. He is rebuffed by a 
young man studying to be a 


pnest He finally meets a 
garrulous old museum 
wutker, who agrees to 
mily after waxing on about 
life’s redemptive wonders 
and how even the firmest 
dMtth wish can be 
by birdsong, a sunrise or 
taste of eheiry.” 

This film is so it is 
ipfraculous. As in dase^Dj? 
and Throufh The Olive 
TVees, Kiarostami records 
nahiral si^ts and sounds as 
if he and we are hearing 
them for the first tirwa We 
almost are. Unlike Holly- 
wood movies, where even m 
mid-desert people speak 
desigaier dialogue In a dub- 
bing-studio acoustic, 
where birdsong 
are so synthesised they 
become the sonic equivalent 
of supermarket yoghurt, 
TasU ^ Cherry h^ the 
vivid stnmgBoess of the real 
and accidentaL 

ScHnetimes the dialogue is 
drowned out conq)]etely. In 
one scene yon cup yo ur eats 
when characters speak 
against a storm of nrth- 
moving Tna^-titnaa ♦hi«8 
scene also shows that noth- 
ing with Sarostami is really 
aeeidezitaL Th the hao seek- 
ing his 20 humble 
“shovelfuls of dirt" these 
shots of pouring, cataracting 
earth are lUte the ei ght of 
water to a thirst-maddened 
man. Like much of the 
movie, this sequence in love 
with annihilation is at once 
dreadfnlly funny and poi- 
gnantly poetic. 

The main actor’s face 
alone would compel unbro- 
ken attention. Sad. exoph- 


tore queuing up for his own 
death. Hb knows the a^- 
rnents against suicide, that It 
is a mn and that tnaw must 
wait for God Himself to 
But thou^ we never learn 


Cherry becomes in and 
narrative, the deeper it sinks 
its emotional and spiritual 


TASTE OF CHERRY 
Abbas IQarosfanii 


RH) CORNER 

Jon Avnet 


THE WEDDING SINGER 

Frank Coiaci 


HURraCANE S7RSTS 

Uorgai J. Freeman 


tap-roots. There is a haunt- 
ing exactness even to the 
order of the hero's “pick- 
ups". First the man ci action 
(soldier) cannot help him, 
than the wi«ft of foicb (tvli- 
sous stuckot). Finally tt is 
the mangy <rid scholar, the 
man of knowledge, whose 
wisdom extends so ^ that it 
allows for despair even while 
^waking iqi for htgie. 

Like Kiarostami in his 
fashion - who wrongfoots os 
all with an anting in which 
90 minutes of reality are 
exposed as a kind of divine 
Imposture - this natural his- 
tory boffin is a taxider- 


aU about stifibning the law- 
less emptiness of life with 
the precious, spe^attve 

artifices of impe. structure 
and meaning. 


American company’s “first 
ever" joint satellite deal wHh 
the Chinese. Wil] this 
that the People's Republic 
no longer has a defence 
against rubbish like this 
hftamtrig down from space? 
No wonder they put Gere in 
jalL 

The inetext is that he mn^ 
dered the goodtime girl 
found dead in his hotel 
rooDL But we know better. 
We know that he passed out 
after too much drink, sex 
and pidgln-Chinese pillow 
talk, and that the blood on 
his Annani shirt must have 
been smeared there by per 
sons conspiratorial. Gere, 
tbou^ framed, abused and 
roughed iq) in prisoa sets 
out to defend himself by tbe 
tenets of Chinese law. 

TTie stsrhlmselC we know, 
is a prominent Tibetan lob- 
byist who will stop at noth- 
ing to shake a fist at the 
communist Chinese. Unfor- 
tunately “nothing" just 
aboat sums up Red Comer a 
lavishly shot reductfo ad 
ttbsurdum of Perry Mason- 
style courtroom drama, 
insipid romance (with Bai 
Ling as a beautifttl defence 
counsel) and tourist-Chinese 
colour, most of it reproduced 


ou a Hollywood backlot. 
Everyone ends up ranting 
and railing in court just as 
in a bad American movie, 
with Madam Judge looking 
as powerless as any veteran 
gui^ star dragged in to con- 
duct a typical Tinseltown 
triaL 

The Wedding Singer was a 
surprise hit in America and 
has an odd, defiant charm. 
The young star is Adam San- 
dler who resembles a gentrif- 
ied Bob Dylan and ^eaks, 
and sometimes sings, in a 
husky hormonal monotone. 
At tiwAa kis acting is the 
human equivalent of muxak, 
but we still like him. Also be 
can go mad at shcal notice, 


into a heavy-rock spoof to 
cut to comle^ tatters one of 
the wedding parties where 
be is hired to croon. 

The movie is pastel-hued 
with a pink bias, as if filmed 
thmngb candy floss. And the 
comical-romantic plots, 
which converge on Drew 
Barrymore as a waitress 
with dreams, are as flimsily 
formulaic as a committee of 
scriptwriters seeking a “light 
touch" could make them. 
But charm is an indescrib- 
able, UD-prescrihable thing, 
and is present here. 

Charm tries to be present 
in Hurricane Streets, which 
won so many prizes at the 


Sundance Film Festival - 
including Audience Award 
and Best Director (Morgan J. 
Freeman) - that it clattered 
out of Utah lilo^ a wedding 
car. But this tale of lovable 
New York teens bonding, 
buddyjng and living on the 
law’s edge is far too anxious 
to please, like a ,5nmd By Me 
transferred to the naked 
city. Of tbe cast only tbe 
egregiously named Brend.'m 
Sexton ID, playing the gentle 
pack-leader at bay from acne 
and Etttasy, looks as if be 
could and should be in bet- 
ter thlngg- 

No need to hasten to 
either The Replacement ISU- 
ere (Antoine Fuqua) or 


Nou'here iGregg Araki). TTh* 
first stars Hong Kong action 
icon Chow Yun-Fat in a US 
imitation of a tad HK thril- 
ler overheated visuals, 
undercooked plot. The sec- 
ond is a long psychedelic 
love-’n’-dnigs fanfosla, a 
party without end or mercy 
from the once-promising 
Gregg Ar.*iki (The Living 
End. The Doomed Cenera- 
rfon). Set in a subculture LA 
strafed by colour filters, the 
plotless movie features 
music from Mossive Attadt. 
the Chemical Brothers and 
other bands with Death Row 
names and. here, a similarly 
terminal effect on the 
morale. 


the roots of his deqair we 
never question its d^ith and 
r^ty. 

The simpler Taste Of 


In Rad Comer, a thrillo: of 
almost radiant inanity, Rich- 
ard Gere plays a kwjirr vis- 
iting Beijing to negotiate an 


Set alight with a 
touch of madness 


THEATRE 


ALASTAIR MACAUUVY 


IMRhMtfrt 

Bn Yoais Wc, UmhIm SEI 

Not a single hne feels famili ar in 
the new Young Vic production of 
TtoeCfrA Night, Bverything feels 
new, hut also true. This most 
afiecti^dy hittereweet of Shake- 
speare's comedies becomes 
utterly organic, natural, beguil- 
ing. - 

In one of the scenes 1 love best 
in world drama. Sir Tdby and ^ 
Andrew and Feste.have been 
wassailing at ntidoight; Maria 
tries to htah them; and then MaL 
voUo arrives. *Tdy mastos, are 
you mad?" Malvolio here is Rab- 
at Bowman in a beautlftilly 
fresh and unearicatured Info^ue- 
tatioa of the classic role, and he 
speaks to the™ with moest rea- 
son. He is not Bfalvolio the tradi- 
Hnnai souxpuss add ceusoT; 
he is simply all sense, restraint, 
classical proportion. Yes, they 
are mad. Tlietr behaviour, we 
well know, has been utter daffi- 
wflipe V7e actually feel sorry for 
Malvolio, that he has no such 
madness in his heart 

This is wonderftiL More so is 
the fact that, when next we see 
Malvolio, he discloses his own 
grain of his vain ambi- 

tion to marry his employer Olivia 
and to condescend gran^ to her 
household. Here Bowman shows 
us Mni voiio the closet sensualist 
One hand lightly touches his 
and almost licks it amid 
his fruztesy; the other band now 
than flicks in lOTi^ autboi^ 
ity. But tbe fontasy is privata 


Malvolio in this scene is. as ever, 
ahsiird, yet Bowman also makes 
him InHmalt*, even d elnntflh l e^ 

The Erector is Thn Supple, and 
thp production is a sequel to 
1S8&97 production of^fheOomedy 
of Errors, the most beautiftilly 
revelatory British ixodnetion of 
any Shakespeare play in the past 
three years. Touches of madness 
made that Come^ cf Errors start 
to resemble Ktchcock’s Verdgo, 
of all unffkely tilings and to mar- 
vellous eSect; and here foey ligbt 
UP tbe iribole.of 

It is. in most cases, the xpad- 
ness of Bras. In bv first solilo- 
quy.' Olivia (Sarah C. Ounerdn) 
wrestles briefly with her sudden 
attraetiou to Cesario, and thoi 
aband^ herself to this crazi- 
ness: “Well, let it he." 

At every point, we feel the 
lutional/ixratliKial heating of the 
human heart Chrish^er Saul Is 
a Sir Thby of mv-nfmn nn intslfi- 
gence, Andy WilUams Is an 
unusually hearty Sir Andrew, 
and Diua Mtine u a Feste who can 
taddenly quiet tbe revelry witii 
ginginF of tender melandioly and 
can then build intoxicating music 
and ronqiB. Sandy McData is a 
sd>er, even severe Maria, whom 
love and lim always take by 
prise. Likewise, Leo Wrmger is a 
most tonperate Oisino in whom 
love discloses a voluptuary. Melty 
Still’s simple, ele^t des^na 
h^ to make tbe Cesario/Sebas- 
tiftw resemblance unusually po^ 
suasive. Simple allows the tempo 
to drop too much in the play's 
half, and there are still a 
oouple of ndldly jarring mommits 
whoi some actors show too mudti 
contidvance. But one wants him 
to proceed swiftly to almost 



Mfin Chsmka Ganetra as S e has ta n and Tbuaitha Jayastsidere's Viola 
igspilsBd as (teeario in Tkn Simplrt ipieodld new production 


every other Shakespeare emnedy. 

I have not yet mestiooed either 
the waist or the best foatuzes of 
this most fresh and refreshing 
pruductioa The worst, in two or 
three cases, Is diction. The Young 
Vic is not a large theatre, and 
Sarah C. (Cameron has been act- 
ing there and for Thn Simple for 
over two years. Yet she stfD foils 
to project several of her lines 
with adequate vocal support. 
Even Thuritiia Jayasundera - a 
Vl^ who brings an exception- 
ally low, handseme, and melodi- 
008 voice to make her dl8gui« as 
Cesario all tbe more convlDciDgLy 
seductive - sameSsaes lets her 
otherwise lovely elocution drop 
Fntn inaudibility. 

The siqireme virtue of tbe piu- 
duction Is Adrian Lee's music, 


wlilch omjures up a soundwoild 
' poised somewhere between 
India and tbe eastern Mediterra- 
nean - of magic and mystery. 
Orsino's music rrally does have 
“a dying foil". 

B'^ the three tiny notes with 
which Feste dtoorates tbe play's 
last line of soug (“and we’ll strive 
to please you every dayT are per- 
fect. Like so much here, they 
seem to grow naturaUy out of the 
play's fabric. 1 would return to 
bear them again - just as I would 
to watch Sir Andrew linger and 
behold, in a wordless, motionless 
pang of hushed jealousy, the. 
lovelorn warmth with which Oh- 
via greets her beloved (fosario. 
The matchless ensemble of this 
productimi Is a lesson to all Lon- 
don theatre. 


OPERA IN NOT YORK 

Rarities on the fringe 

William Weaver reviews Salieri anci Smetana 


' The Brooklyn Academy of Music; 
with its enlightened policy of 
importing interesting foreig n p(n>- 
ductions, has ptwried the warm 
gratitude of New Yiskere over 
tbe past fow years; and tbe recent 
visit of the Societd dell'Dpera 
Buffo from Milan will add to the 
debt audiences here owe to tbe 
rejuvenated institution. For a 
handflil of perfonnances. the two- 
year-old Italian troime presented 
a worthwhile rarity, tbe FOlstaff 
of ..-’Antonio Salieri, first per- 
fon£ed iorVienna hr 1799. ' 

1^ received opinion of Salieri 
seems to be tint be was a skilled 
crenposer hut not a genius. WelL 
perhaps not: but tta music of 
Falstaff is more than Just agree- 
able, and there are moments 
wheu the comedy takes on a 
darker hue. and tbe music probes 
below the atlracUve surfoce. Sen- 
sitively paced by tbe young cod- 
ductor Alberta VeronesI, the 
equally youthful Orchestra Guido 
(fontelh was able to convey aB 
the charm and elegance of tbe 
score. 

Unfortunately, tbe staging by 
Beni Montresor, tbe company's 
founderdirector, seemed at odds 
with tiie sense of the piece. Mon- 
tresor designed pretty costumes, 
and a plain cube of a basic set. 
but then proceeded to make tbe 
actors perform in an incessant, 
jarring frenzy. Banfolf (tZie bass 
Filippo BettcMbi) and Pistol (the 
Tnime Gaddo Bammli) were never 
allowed to remain still for a 
momeoL 

From the Overture, Montresor 
made his intentions clear, he was 
not going to count on the efficacy 
of tbe music. During tbe tntro 


duction a line of male mimes 
came mincing absurdly across 
the stage; then, throu^out the 
opera, mimes were available for 
more would-be humour, none of 
it original or particularly funny. 

Like the amductor. most of. the 
cast were maWng their American 
debuts. Insofar as the staging 
pennitted, they made a fovoura- 
ble impression, especially tbe 
mem tbe tenor Luca Dordolo was 

This valuable fsviv^ 
of Salierife TalstafP 
suggests he was a 
composer of 
consideFable charm 


an aigiealing FOrd, and tbe bari- 
tone Fernando Luis Ciuffo 
showed a feeling for words, 
tbou^ the voice itself sounded 
murky. Tbe Falstaff, Romano 
Fiancescbetto, was likeable, and 
did not try to dominate the pe^ 
foimance. Tbe voice is a bit light, 
but - like tbe others - it was 
perfectly suited to Brooklyn’s 
Mkfestic Theater, the Academy's 
smaller bouse. 

Now that most people have 
accepted that — despite Pushkin 
and Rifflgky -- Salieri did not 
murder Mt^art, it would be 
timely alwto forget the simplis- 
tic characterisation given him by 
Peter Shaffer in Amadeus. When 
we have tbe opportunity, we 
shotfld be able to hear and judge 
Salieri's music on its own terms. 
And. with all its flaws, this valu- 


able revival cf his Falstaff sug- 
gests he was a composer of con- 
siderable chaniL 

In the same week that brought 
Falstaff to Brooklyn, the New 
York opera audience was offered 
another rarity, Smetana’s Two 
V/idaws, in a student production 
at the Manhattan School of 
Mu^ The BohMDian composer’s 
axnedy is ideal for a young cast, 
and tbe experienced conductor 
Steven Crawford gauged tbe 
fresh voices shrewdly, allowing 
' tbem|hotb to emerge as individu- 
als < and to blend in a totally 
pAgagiiy cohwent performance. 

Tbe rousing polkas were 
hri^itty cboreograpbed by Fran- 
cis Petrelle. and between the 
dances tbe director Jay Lesenger 
permitted tbe players to move 
naturally, curbing any tendency 
to exaggerate tbe surprise-wid- 
ened eyes, tbe pouting grimaces, 
tbe physical jokss that are all too 
often employed in operatic com- 
edy. In Smetana there is always a 
wistfril, reflective strain, and 
amid all tbe fun the participants 
in this lovely production bore in 
mind (ho essential humanity of 
tbe chaiBctere. 

There was a double cask in tbe 
final peribnnance, two attractive 
sopranos, Lynette Pfund and 
Georgia Jarman, were paired in 
the title roles, while Aaron 
Binder revealed an appealingly 
sweet, almost Irish tenor in the 
part of the successful suitor. A 
second tenor, Steven Mello, was 
pn g a ging jj] dje Smaller part of 
Tonik. The success of the produc- 
tion proved once again ttat you 
can stage an opera without stars, 
provided you have artists. 
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QCHIBITtON 
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Tot $1-30-673 2121 

The Secret Unlocked: Gernian 

-Fumtture Opened. Nine 

dating from the end of the ISth to 

the end of the I6tft century. 

chosen from the museum’s 

ejection of caWnets, and openta 
to reveal secret compartments and 
hidden drawsis- hwkJdssfour 

pjgoffg by toe cabnetmakers 
Abraham and David Roentgen, to 
Aug 30 


worlcs by Stra^nd<y and 
Tchelkovti<y: Jun 4, 5, 6 

• Deutsches 

Symphonie-Orchester Berlkc 
conducted by Vladimir Ashkenazy 
in a programme of works by 
Mdzart MWi flute soloiBt 
Mertih-Ulrid) Senn and harpist 
Nina Schlemm; Jun 8 

PhPfiannonfe 
Tel: 49-30-2S48 8354 

• Berfin Philharmonic Orchestra: 
conducted by Lorin Maazel in 
works by Maazel and Mailer. Vflth 
oelio soloist Rostropovich; Jun 5 

• Berlin Phaharmorue Orchestra: 
conducted by Lorin Maazel in 
WQiks by Strauss and Wagner; Jun 
9, 10 

DANCE 

Deulsehs Oper 
Teh 49-30-S4364-01 
La Sylphide: revival of a production 
deslgi^ by David walker and 

directed by Peter Sehaufuas, after 
August Boumonvffle; Jun 6 . 

OPERA 

DeutaeheOpsr 


ulsOperiiHet 


by Wagner. New 

n cmiduoted by Hartmut 

I In a sta®ing by Pierre 


BERLIN 

CONCERTS 

Konaertoeus 

Tel: 49-30-303090 ■ 

« Berlin SympiW pjJ®2J. 

eorejucted by Wassil^ StnaWeg n 


Tet 49-30-34384-01 
Manoru by k^assenet New 
preductlon conducted by Nmrt 
in a staging by Ctosare Have. With 

sets by Margherfta Paffi end 

costumes by Luy Perego; Jun 7 


CHICAGO 

CONCERTS 
Ordieatra Han 

1^2-294-3000 
w»w.chi(m0osymphor^^ 
CHcago Symphony Orchesfra; 
gQ|iiducted in works by Beethoven 
py Daniel Barenboim, who also 


psrfbrms Piano Concertos Noe. 1 
and 4. With soprano Jane Eaglen; 
Jta 4 


FLORENCE 

OPSIA 

Mag^ Mustek Ho nwiU no 
Tet 39-65-211158 
wwvrjnegfdo l lorentlno.com 
Wtizzedc by Ber^. New producticn 
by WHBam Rieddn, conducted by 
Zubin Mehta; Teabo Gomuhrie; 

Jun 5, 8 


GLYNDEBOURNE 

OPERA 

(Byndeboumtt Festival Opera 
Tet 44-1278-815 000 

• Cod Fen Tutte; by Mozart New 
production by Graham Vick, 
conducted by Andrew l^vie. Cast 
includes Alan Ofte and Barbara 
Frtttoll. Wito toe London 
Phiiharmonic Orchestra; Jun 4, 8, 8 

• Katya Kabtfiova: by Janflfiek. 
Revival of Ntfeofous Lehnhoff's 
produefion. conducted tv Yakov 
Ifr^zberg, with designs by Tobies 
HoheisaL Cast Indudes Amanda 
Roocroft. WBh toe London 
PNharmonic Orchastra; Jun 5 , 7 


HELSDW 

OPStA 

Rnnirii National Opera 
TM:3S8-9-40302211 

• SfoglKem by Wagner. 
Conductor Leif Segerstam, dbector 
(Mlz Rfedrich and designer 
(aottfried Pilz eontinve their 
eoiktomalton on toe with tois 
new productioa The title roie Is 
sung by Stig Andersen; Jun 5. 8 

• The Me^ Flute; by Mceart 


New production by Swedieh 
dtrector Etienne GEsser, desipted 
by Peter TTUberg; Jun 10 


LONDON 

CONCERTS 
Barblcaii HMI 
T^ 44-171-638 8891 
London Symphony Orchestra: 
conducted by Ar>dr9 Prevti In 
worfe by Copfond, Barber and 
Gershwin; Jun 7 

Royal FestivM Han 

Tefc 44-171-960 4242 
PhHharmonia Orchestra: conducted 
by Valery Qerplev In works by 
Mussorgsky and Siravfnel^ Jim 7 

WIgmere Hell 
7M; 44-171-935 2141 

• Barbera Bormey; recitai by toe 
soprano cf woriB by Brahms, 
PrevH Schoenberg end Mahiar. 
Accompanied by Malcolm 
Martinoou; Jun 8 

• Catoertoe Maflrtano; redtal by 
toe soprano of works by Bdeom, 
Pou)er>c and Qetahwin. 
Accompenfod by Robert Tweeten; 
Jun 8 

• Nash Ensemble.’ Micha^ 
Berkeley 50to Birthday Ctoncert, 
conducted by Martyn Brabbins, 
wfto mezzo soprano Jean Rigby. 
ProQranvne includes works by 
Berkeley, Brohrna srto Mozart; 
Jun8 

EXHIBmONS 

Royal Aoederny of Arte 

Tet: 44-171-300 8000 

Sixnmer Exhibition: held every year 

since toe Academy’s feur>dat>en In 

1788, the world's largest open 

exhibition ctaplays work by 


sstabTished pahteis arxi sculptors 
alongside that of younger and less 
wed ftnown aritsts; fd Aug 18 

Tats (aaOeiy 
Tet 44-171-887 8000 
Lucian Fraud: Some New 
P ai ntings. Mora than 20 recent 
works, many of them completed 
during the last year and never 
before publlciy ertofoited in Britein. 
Indudes characteristio. large-scale 
studio nudes, and portrrits of the 
artist's daughters; to Jul 26 

OPERA 

Barbican Theatre 
Tet 44-171-638 8891 
L'Otfeo; by Monteverdi. American 
chOTogr ap her Trisha Brown 
makes hsr debut as an opera 
director with this production, wtwh 
Is dedgned by Roland 
AeschKmann and conducted by 
Renfr Jacobs: Jun 4. 5, 6 

EngBsh National Opera, London 
Crifinwiin 

Tet 44-171-632 8300 

• Carmen: David Ritch and John 
La Bouchardire direct a reviva] of 
Jonathan MIHer’s production, 
conducted by Noel Davies. The 
title role is suig by Sally Burgess; 
Jun 5 

• Manon: by Massenet New 
production by Dewd Mc^^lC8r, 
designed by Tanya McCallin. Rosa 
Mannion sings the tWe role and the 
conductor is Paul Daniel; Jut 4, 6, 
10 


MANCHESTER 

OPERA 

Palacs Theatre 
Tet 44-161-248 3503 


Opera North: Joan of Arc, by Verdi. 
New production by Phflip Pnwse, 
conducted by Richaid Fames; 

Jun 10 


MILAN 

OPERA 

Teatro alia Scale 

Tet 39-2-88791 
www.lasGalajTaano.lt 
Manon Lescaut by Pucdnl. 
Production by Liliana Cavani 
conducted by Rkxardo Muti; Jun 
5, 8. 10 


MUNICH 

CONCERTS 

PMharmonie Gasteig 

Tet 49-a9-5461 8181 

Munich Phitoarmonie Orchestra: In 

chamber music by Barrim, Haydn, 

Boccherini, Dragortetti, Rossini, 

Weber and Mozart; Jun 7 


NEW YORK 

EXHIBRION 

MetropoRtan Museum of Art 
Tet 1-212-879 5500 
www.in 90 nuseum.org 
Sir Edward Burne-Jones: first 
American exNbition devoted to the 
19ti)-century British artist, 
comprising mors than 200 worfs; 
from Jun 4 to Sep 6 


PARIS 

CONCERT 

Salle Pleyei 

Tab 33-1-4561 6589 

Orchestra de Paris: corKkicted by 

Sylvah Cambreling in works by 

BoteK and Messiaen. With 

soprano Frangolse Pollet; 


Jun 4 

TMtitre des Champs Elysdes 
Tet 33-1-4952 SOSO 
Or ch estra des Champs-Elystas: 
conducted by PhHIpfw llerreweghe 
in works by Berlioz and Setoumam. 
Vlflth mezzo-soprano Brigitte 
Baileys; Jun 5 


WASHINGTON 

CONCERTS 
Kennedy (tenter 
Tet 1-202-4674600 
National Symphony Orchestra: 
conducted by Leonard SlatKin in 
Mahler's Syrnphdny Na 3. With 
mezzchsoprano Wendy WKte; 
Concert Hail; Jun 4, 5, 6 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m} 

EUROPEAN CABLE AND 
SATELUTE BUSINESS TV 

• CNN t nte ma tlon al 
Monday to Friday, GMT^ 

06.3(fc Moneyftne vdth Lou Dobbs 
ISbStk Busing Asia 
19J80: WoM Busina ToOBy 
224X); Wbrfd Business Today 
UjDdate 

• Businesa/Market Reports; 
05:07; 06:07; 07:07; 08:20: 0820; 
10:20; 1120; 11:32; 12:20; 1320; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports Rve from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



PETER MARTIN 


Revolution again 

Services are triumphing over manufacturing in the same way 

that manufacturing overcame agricutture in 1851 


By the year 2(ni^ says Ferc7 
Bamevik, only 10 per cent of 
the US ecoomoy wlU be in 
manufecturing. The rest will 
be in services. 

If this prediction fixnn 
Europe^ most influential 
businessman is true, 2010 
will be the moment at which 
the service economy win 
fiilly come into its own. As a 
historical turning point, it 
will stand alongside 1851. the 
year of the Great EaddbUon 
in London's Crystal Palace, 
which marked the symbolic 
triumiA of manuiheturing 
over agriculture. 

Knee 1851. much of our 
way of thinkiag has 
assumed the primacy of 
manuihcluriDg. Econmnie 
statistics, the corporate 
pecking order, the structure 
of inteinatkmal economic 
relations - aQ emphasise the 
industries that siqiply goods. 
Servicee have been treated 

as a special case. 

Take the case of trade, 
vniai the Gennal 
Agreement on Tariffs and 
TYade was set tq> in 1948, it 
was aimed at easiiig the 
cros^border flow of goods. It 
was only in 1993 that a 
General Agreement on Ttade 
in Services. Gats, was added. 

Even that stiU leaves 
services a loi^ way 
tfae Gats is essentially a 
framewoik, to be fiU^ in 
later. The first accoes- 
the-board n^otiations to 
start the detailed work of 
freeing trade in smvlces are 
not due to start till 2000. 

By then, the most 
serviee'Oilented modmi 
economies such as file US 
and parts of Europe will be 
well on the way to the diift 
in ecoDcanic dout that Mr 
Bamevik's predlcCkm 
suggests. What would it be 
like to live and work in a 
worid in whidi services are 
not only dominant but seen 
to be so? 

Economic statistics would 
change, for a start MTBH 


(mean time betn«en 
haircuts) would replace 
industrial production as the 
barometer of economic 
activl^. Capacity utilisation 
would be a much less helpful 
guide to potentiel inflation: 
the capacity of any service 
operation, whether a 
: fosMbod restaurant or a 
management consultancy, is 
i more elastic than a factory. 

But an economy in which 
! service industries 
greater political clout would 
also run by difihrent rules. 

This horramp 3^^ a 

meeting In Brussels eoiiier 
this we^ at which the 
European Commission 
listmied to the views of 
service industry bosses on 
what Europe's negotiating 
priorities ^lould be for the 
aooo Gats talks. 

A sniprising^ small part 
of file business wishlist dealt 
with tbe question of matket 
access - that is, the right to 
eiQxnt services to country X 
or Y, the ostensible subject 
of Gats 2000. *nie issues 
business people stressed 
were subtler, more 
wide-ranging - and a lot 


harder to capture in 
international trade 
negotiations: 

• People. Services usually 
have to be delivered by a 
person. This means that 
service bntineeses have a 
quite difibrent a gnnira of 
immigRition 

compared with companies 
that s^ goods. In so for as 
manufoctureis care about 
immigration policy, they are 
inter^ted in access to 
permanent pools of labour 
(dieap or ^ecially skllledX 
Service busmesses want the 
ability to smid their people 
In and out, fCM* varying 
pmiods of time, without 
having to prove spe^ 
qualifications, immigration 
laws do a poor job 
ilflaling with this SOTt Of 
situation. 

• Professfamai recognition. 
Many services, particulariy 
file taore valuaiile ones, can 
only be provided by people 
who have obtained local 
qualifications. Sometimes 
these are not even consistent 
wlthhi a conotry - as in the 
US market for legal services. 
Altbou^ the very laigest 



service companies nmy gain 
a c ompetiti ve advantage 
from their ability to- master 
the recognition labyrinth, 
medlum-eised ones find it an 
almost insiqimaMe barrier to 
croBS^Kirder activity. 
Persuading governments and 
pnrfbssional bodies to 
recognise other countries' 
qualifications r in practice, 
nc^ just in theory - is a 
laborious task, still a long 
way froni completion even 
within the European Union. 
Getting it implemented 
around tbe world la likely to 
take decades. 

• Co mpetiti v e atruchn ’e. 
Many services have 
histcnically been provided by 
state monopdlies, in such 
areas as electricity, postal 
services or 

telecmmnutUcations. Even 
where these have been 
IHivatised, there ia often a 
legacy of dominaiit 
siqqiliers, restrictlona on 
foreign ownenhip. and 
Immature regulation. Trade 
policy's rustoal weapon - a 
promise ta treat foeign 
competitors on the same 
basis as local ones ~ Is of 
liffiitflH value, aS 
entrants are at a substantial 
disadvantage. Really free 
trade in services is Hkely to 
require further steps 
towards a gfobal oompetitioo 
policy re^me. something 
lew governments will relish. 

Those service businesses 
that are li^ttly regulated - 
such as tourism m c omp ut er 
services - tmd to confine 
their requests to a few 
general polms (eg, on 
people) and otherwise ask 
mainly to be left alone. 

Those that have a long 
legacy state conliol ' 
audl aa 

or ur transport - believe 
that true ^oW oonq^etitum 
requiies huge efforts to 
disentangle the calfs 
of laws, regulations and 
treaties that currently 
enmesh them. 

Service businessee’ share 

qf gr nga natirwal pf nHnrt 

wm grow r^^idly whether or 
not this effort is uodertakazL 
Percy Bamevik’s predlctkin 
will come true anyway. But 
let's hope poheymaken take 
these issues seriotudy, and 
start coming to terns wifii a 
world driven by services, not 
maimfactiiring. Without that 
idilft (tf approach. 2010 wfD 
be even more disconcerting 
than 1851 must have been. 

' psttrjnoitiH^jfteoni 



Announcing en t r a n ts to the )998 
IPA Advertising Eflectiveness Awards 

The common thread chat links all these powerful brands 
(as well as many others) is efleedve advertising. All are 
entrants to the lOth biennial IRA Advertifing Effectiveness 
Awards, the onty advertising award sdteme which ex is t s to 
demonstrate that advertising is both a serious commerdal 
investment, and a contributor to profit, not just a cost. 
Entries take tite form of 4,000 — 5,000 word cases, and 
require quan tifi c a tion of advertidng effect. 



C hflngpg are 

thick and fast to 
the futures -Indos- 
try. Last week, the 
London Intgroatiopal Flnan* 
dal Futures and Options 
Esdiange accelerated plans 
tor the introdnetion. of elec- 
tronic daytime trading, fri 
Paris, the Matif exchange 
went a stQ) furtber, saying it 
would dlt^ the tradltiooe] 
"open outcry” trading sys- 
tem in favour of screen- 
based transactions with 
effect from this week. In 
Australia, the Sydney 
Fitiures is already 

Twhinfl f 3 Blmllar, if more 
measured, switdL 
So where does this leave 
Ghtoago, birthplace of the 
ns futures Industry and 
home to the Chicago Board 
of Trade as wdl as the Od- 
ea^ Mercantile Exchange? 
Locted in debate for a start 
TTiese exchanges. ^ largest 
and third largest in the 
Industry reqMctivaly. con- 
tinns to frade predomlnsstiy 
via the “open outcry” 
method, where traders ph^ 
leally signal buy and sell 
orders across trading pita. 
Cheaper ele c tronic trading 
eystems ara used only for 
after^iours buslnass. 

“TTie pace of change is 
dominafing dlscosslon in tbs 
wwwTwimity ii\ C!hi- 
eago,” saya Arthur Hahn, 
ean<nr par faw et the EattSO, 
Muchin A Zavis law firm 
3 former director of the 
Futures fridostry Assoda- 
tion. “Events have shown us 
that thh^ are changing far 
more quickly than we eqpee- 
ted.” says Scott Gordon, 

/*!Mg rhaTTTTiwn 

While the (Alcago 
exchanges are considering 
' how to protect their bus!- 
I ness, {denty of voieee eau- 
I tion that the dynamics in 
I the IK may prove different 
I from those in Europe. No 
^ rtna doubts growing use 
will be made of electranie 
trading <xi both stdes of the 
ArtflnHft, or that. eOSt pTC^ 

suras mi IK escebahges win 
remain intense (partly 
I because of rftTnpaitWnw from 
over^tha-coimter derivatives 
markets, triddi provide simi- 
lar risk managPTTiPTrt 

such as swips, to large eus- 
tomers). 

But equally there is no 
reason to suppose that fixth- 

nrmHng dgyplnpwmrrta gt the 

US exchanges will mirror 
tbe dramatie changes seen 
in London and Paris. “The 
way it's going In Europe is a 
folly electronic market - it 
doesn't have to go that way 


Considering 
the options 

Nikki Tait on how the US futures indusl^ 
is reacting to the introduction of . electronic 
(iaytirne trading in other financial centres 



Hue nd ay: CMe^ Beard of Trade continuee to use ofMR oulBcy 


in file US,” says Marc Brefl- 
I p nt, head of FIMAT Futures 
(US^, one of the largest 
fatues broken; 

Pat Arbor, <>K«ir iwn of the 
Board of Trade, is.even blun- 
to: *1 finnk are xuah- 
tog to dedaie open cnxtcry to 
be dead. Like Stork Twato I 
fiiink rqxBis c^its deafit are 
acaggerated.*' 

The first big difference 
between Europe and the D8 
is that there is no eatalyat 
compelling the Chicago 
achanges to make an tamna- 
diate switdi to soeenbased 
tradiD& The of mone- 
tary wtiich t^**-******^ 

to aredicate iawii moDOiH 
olies many European 
exchanges have hiMd, does 
not arise; And there is no 
equiveleot of the 
Temilnb6r8e. the all- 
deefronie (jerman eztiumge 
that last month overtook 
Tiffc ill the total of tnmover 
in an its contracts. 

Perhaps the closest US 
paraDel to DIB is a new 
alactronic exchange pro- 
posed by Cantor PilageEald, 
the Maohattanbaaed brotar- 
deelar. «nd fiie Nbw 

Vork Gotton Exchange. The 
i a»P T wants to trade Ttefr 
sury bond fotaxes, and co^ 
undercut the Board of 
Trade's interest rate ftituxcs 
business. The Cantor 
exchange has yet to clear 


The second important dif- 
ference is the stresigQi and 
depth of the 'Tocal” popula- 
tion at the Chicago 
exchan^s. These are the 
independent traders, who 
buy frer their own 

account. They inject valu- 
able liquidity into fiie mar- 
ket and their role would be 
ittfBnot: to tepheate electron- 
ieally with present technol- 
ogy. are a Hsr mwe 

significant part of tbe Cbi- 
eago exdmnges, both in 
terms of the institutions' 
mmnbetsbip and trading vol- 
ume, tiwn at file Matif 
or even liflfe. 

As kfr KeOlout points out, 
end-customers want lowest 
transaction costs, but they 
•iw want liquidity. That is 
preds^ what locals ofier, 
particulariy to difficult trad- 
ing cnndlttnng “Open OUtOT 
for me has eeme advantages. 
The disadvantage is the 
eo^“ be says. “But tbe effi- 
cient of open outet. as^ 
dally in fast markets, is 
unmatdted.'* 

Meanwhfla. ofiter indostiy 
ptotidpants have yet to be 
PfPBMMtori tb»t any scraen- 
based system (osiog eununt 
technology) win worit as 
wdl in ccmpltoc contracts. 
"Same contracts would be 
vcBcy hard to put on an deo- 
ironic inarirpt guch as the 
eurodollar, with all its intri- 
cacies.’' says Jim Gary, 


global ftitures atnagiir at 
ABN-Aznro. 

The postdon of fire tw big 
CTi-tiang aa ia PuMldy to sup. 

■ port tbe status qoo for ^ 
time being, but to he 
peied for scxcdn-based trad- 
- lag should a -catalyst 
emerge; 

This process is deaiest at 
the CMS. where Uiffiney, 
the consultancy fino. is 
reviewing dl aspects of the 
oxchange’s business, from 
oimmshU) structure ta ^ 

conduct of traefing. 

At the same time, fits CUE 
has begun to introduce some- 

contracts that are traded 
either electrooii»lly. (the 
sew *tum nte* fiitons), or 
via a. combination of open 
outcry and screens (the 
stock index oa. 
tract). Mr (Gordon of CUE' 
says others might be ccodd- 
ered to the ooxning tookitha, 
and concedes the possafifiy 
d moving more flfiqtod odb- 
traets onscreoiL . . 

The Board of TMte. too. 
has bolstered its deetraole 
capabilities via its 
with Eurex, the Eunq)^ 
exdtange resulting from fire 
merger of DTB and. 

Swiss Sdfox later this year. 
Mr Alter still takas a finno' 
line against “bybrid” trading 
of contracts, but fitere are 
efforts to bring more also- 
tronic “clerking” to flm trad- 
ing floor, so that ordos Bow 
in eleetronlcaQy but are then 
executed tbrou^ tbe pita, 

Tbe two exchanges have 
buried their tradltloual 
rivaliT sufficiently to agree a 
“common rieartos" system, 
a deal fiat could clto sul- 
lions of dollars from manr. 
bers' costs. Agremnent was 
reached in principle in 
MardL The final padrngp is. 
due to be completed this 
month before going to mem- 
bers for approval. 

Whether these measuns 
will amount to anything 
more than a stopgap on fia 
road to ftiOy acreen- 
trading reahains tohe 
seen. Bfr Gary, for one, is 
uncertain whether hybrid 
markets are a long-term 
solution. He says be is 
intrigued by than, but does 
not have an opinion about 
whether they are a good 
thing. 

But he says: T fidnk the 
changes our industry is 
going to go tiucRiifto to flie 
TMtgf 24 mnwfhft will be as 
dramatic and facranaHng as 
at any other period to its Ms- 
tory.” On that score, both 
esebanges would probably 
agtea 


LETTERS TO THE EDITOR 


Stragglers should be chased by £U 
institutions to implement legislation 


From Dr Caroline Jackson 
MSP. 

Sir, Your article, “Con- 
sums’ protectiaa downside” 
(Business and the Law; June 
9. on tbe draft EU product 
liability directive highh^its 
tbs likely attempt by the 
Socialist majority in the 
European parliament to 
extend radically the sope of 
tbe revised dlraetive. 

However, ft foiled to men- 
tion that, while tbe pai^ 
ment is busily considering 
such a move, one miajulwi' 
state, France, has only just 
(on May 19) adopted the act 
putting the EU basic dtreo- 
tlve on pr odu ct liability of 
1986 on to its statute botfo. 
For years the European 
Comnalsslon ba been puisa- 
^ France through the 
European Court of Justice 
for folluxe to comply with a 


Judgmeot of 1983 against It 
for 

The portition on product 
liability in fact brtogs' out 
two regettable tendwades in 
EU institutions when they 
turn to new legislatioo; first, 
tbe European GnmnilgBlnn 
can seem much more ener- 
getic in iBodneing and pro- 
moting new laws than it is 
ill rounding up tbe strag- 
glers and ensuring full 

frttpiflTTignftififtH qf tho se sup 

posedly on the statute booL 

It would help if it pro- 
duced an economic impact 
study at tbe aams time as it 
proposed new legislation. 
Then states would know 
what they were letting fiiem- 
selves in for before they 
signed lip to new. 

Ensuring this would be a 
real victory for the British 
EU presidency. 


Second, the EoropeBn par- 
Uament is only grudgingly 
interested in Beetng what 
happens to the draft laws it 
touDdHW so entfauatestically. 
The parliament’s cpeeialist 
i a Hi i n i t ttowB will (xmtinue to 
widen the scope oi fills and 
other directives, regardless 
of cost and the likelihood of 
compliancei. 

CoDservBtive MEFs believe 
that the priiATnant should 
be at least as interested in a 
constant review of compli- 
ance, and constant questton- 
ing of compliance costs. 
Awkward questions, per- 
heps, but somebody must 
bring them up fiie H ganda 

CUndine Jadumi, 

Europeen parliaiMnt, 

97-118 me Bdllard, 

B-17 Fmfffiff. 

Belgium 


India nuclear test has economic rationale 


\ From Arm Shanna. 

Sir. There are three Impor- 
tant dtfforences between the 
recently emergent nuclear 
natloos of India and Pakit' 
tan. First, Indian conven- 
tional defoncs capabilities 
are eosstxalned by tbs lack 
of adequate 9are parts for 
hftHg hf from the 
former Soviet Ifoion. India's 
dedston to go nnelear can 
therefore be viewed as its 
least costly eeonomie (^Xfon. 

Pakistan's nuclear tests 
are essentially a political 
respozBe to India’s dedsvm 
to go nodear they seem to 
have no other nndm'lylng 
retionale. 


See m d, the media in fiie 
west and ttm US government 
semn to be equating India 
with Pakistan, This ignores 
file bet that for mere fiian 
two decades India volun- 
tarily did not pursue any 
additional test after 1974- 
WbeCbs such restrai nt can 
be shown by . Pakistan 
remains to be seen. 

TUrd, fiiere is ho eanp or 
of India being invMved in 
any petfifotation of nnelear 
weepoDB. Pakistan's nuclear 
pr^ramme, since it is 
funded, at losst partly, 

Ofiier T«1«»Twfc» w a Hnwa artri Jg 

tamed as an Mamie bomb, 
carries wifli it fhbeieDt dan- 


^rs of uudear prodifcratiocL 
to file U^t of fiiese fiiree 
difforences Tndi* ahonM be 
bolding joint talks with 
brad (and even 'die US at a 
later date). Tbe long-term 
Interests of all dsmocratic 
nations are coDvogeut while 
those of theocratic 
countries’are potentially at 

odds with them. 

Amn KTiamta, 

PIlD. ***»**tbi| in liiianrej 
818 Kramiert Sduol of 
Management, 

Purdue Itoivenity, 

West Lafayette, 

IN 17907-1310. 

-US ■ 


Equitable division of motoring' dub’s spoils 


SPONSORED BY THE HNANaAL TIHES & THE MMtKETINC FORUM 

W AtiOeWTTON VVRH BBA. THE rWUCETMU OOIS4CU. AND OMimS sarnum OF MARKEmO 

For more bifarmation contaa tha insdaite of Praeddonerx in Advertisfafr 44 D ei g i we Sqiare, London SWIX 8QS 
TebOI7) 20J 8200ftoc0f7) 245 9904afnail;Jeriey@ifW.caiifc 


Frtmi&R.S. Ouy: 

for, -The sale tbe Royal 

Astomobfls Club cf its road- 
side nscim service for £4Sam 
(ITSfon) win be of gnat hrip 
to the members. However, it 
does not seem quite foir or 
reasonable that a member of 
nwB year's standing 
receive the same amount as 
one 40 years or more. 

My proposal is this. There 


are 12.(XK) flUl members. 
Assume, for -example, an 
average mambwshlp of 15 
years. This is a total of 
180,000 membership years. 
This produces £450m, 
divided by 180,000 » £3.500 
per year’s membership. 
Therefor^ a member of 15 
yeas would receive £37AX) 
and members of longn 
standing £2,500 for each 


■aawnnai jfgx. btembers Qf 
14 years or more would Bwh 
I t profitalde to support sin± 
a-sCbane fto a more equita- 
ble diyisLon of the qpdls. 

B.S,Gayf 
54 Els Ttwsals, 

Jesus Polire, 
G^DeGorgos, 

Aficanie, 

itoata 


Battered, bat 
southern 
Italy will 
rise again 

Frm Mr Rosarfo A. laconis. 

Sir, James Blitf s report od 
file MezxogiOTiio's laimtoent 
demise Is greatly exagger- 
ated TNow the Bdeooglcftno 
climbs to Qie top of Frodfs 
agenda”, May 27). Though it 
has been battered mother 
nature and bedewed by 
severe stmctural unemploy- 
ment. file soufii or Italy wfll 
rise again. 

In Calabria, Gtoia Tauro 
has emerged as Enrope's 
fifth most active port 
because its mayor, Aldo 
Alesslo, provided file poltti- 
cal will that enabled 'C mit 
tshto ttAiiw to tranaftam a 
“cathedral in tbe desert” 
into an oasis o£ oxtrepre- 
neuishfo. 

Elsewhere in the region, 
from the health and ski 
resorts of Cami^iatello to 
the interxiatiaaal afrport of 
Iwnexia Tenne, fiie time is 
ripe for signifleant home- 
grown enterprises to take 
root. Start-ups to Pn^ia, 
Campania and SlcDy. are 
already blaxing new tiafbi in 
ftoancial services, mann&O' 
turing and tourism Indeed, 
tile Mesxoglomo's sate of 
growth to new rn i r i i ia nirs is- 
double the natkmal average. 

Romano FrodTs govam- 
ment could further aecMito 
ate private mvestmcait in the 
south by provldi^ tax 
iheentives for business ih- 
euhntces *>«* nurture high 
tech firms, li^ would sBaw 
venture capitalists to con- 
vert emerging technologies 
into revenue-produc^ prod- 
ucts and services. . 

. As a result, sew and divert 
sUied industries would era - 
ate a plethora Of private sec- 
tor jobe. And an Halian 
eoonomy bedstered by a re- 
vitaUsed, entrepreneurial 

M egogtonao wouldh^ 

the Mediterranean ba^ on 
a par with foUcon Valley. 

Bosario A Ta<^fai, - 
director. 

The Italic stndtos hBetiinte. 
82RqssMlBmd, 

Garden City, 

NY 11580, US 
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The danger of a safety net 

Do bailouts lead to rash lending? Stephen Fidler argues there is a fine line 
between encouraging reckless investors and preventing systemic crises 


The southern 
Balkan war 


Duriiag tbe Rngwiaii war, tiie US 
aad Prance ai^ed that their 
trooiis in the country, and the 
United Nations arm* embargo 

were preventing the conflict from 

spreading to the southern Bal- 
kans whare it could do even more 
damage: if Kosovo were to i gnita 
Macedonia would soon disinte^ 
grata. War mi^t then engulf the 
whole region, bringing in not 
only Albania but posMbly Greece 
and Tuihey, on opposite gidwt 

Now, nearly three years after 
fbe war in Bosnia ended, the war 
in Eoeovo has begun. R^rete- 
hi;, the great powers are con- 
frmting it with much the garno 
fatal indedsion that they showed 
for so li»% in Bosnia, and before 
that in Croatia. 

The villain is still Slobodan 
Bfilosevlc, now president of the 
rump federal Yugoslavia. As 
ever, he is seddng to extricate 
himself from his domestic prolh 
lems (this time with Montoi^ro} 
by idaying the nationalist card. 

Exploiting Serb fears in Kosovo 
was what brouifot him to power 
in the first place. Now he is doing 
it again, with an all-out offensive 
that is driving thousands of eth- 
nic Albanians across the border. 
And once again he has wrong- 
footed his foreign critics, striking 
just when, by agreeing to talks 
with moderate Albanian leaders, 
he had persuaded the interna- 
ti nnai Contact Group to lift an 
investment ban. 

Far more robust measures are 


in the most expensive state-wide 
race in American history, the 
good news is that money did not 
Iniy victoiy. The more A1 Checthi 
pomed into bis campaign to be 
the Democratic candidate for gov- 
ernor of California, tbe wcvse his 
showing in the pod^ 

The' regional economy is in 
good sliape. tbe sun is shining, 
and votera have decided that dull 
is good. The aptly named Gray 
Davis, the Ueuteiaiit .Qovmnor 
and a loog, established fixture on 
tbe Califbndan political scene, 
caxopelgned on tbe slogan tiiat be 
bad ’‘experience money cant 
buy", and that was aiough to 
win the day. 

He will i»obab)y have to come 
op with something more inv^ur- 
ating if he is to puH ctt what fbe 
Democrats must now regard as 
their best shot of winning a 
maior state in the mid-twm elec- 
tions later this year. 

The other big issue in Calif- 
ornia was tbe outcome of two 
voter initiatives. Pngxisititti 227, 
requiring the state's sdiools to 
teach an its children in English, 
was passed despite fhe opposition 
of all four candidates for 

governor. And Proposition 226, 
whieb would make employers 
and labour obtain a work- 

er’s peamission each year before 
withholding wages v union dues 
for political purposes, was 
defeated in the foce of a last- 
ndnute advertising blitz by the 
labour unions. Both outcomes 
a ggin show the shortcomings of a 
system that allows well-organised 


n^ed, and qujckly.'I&to has 
started taiwng about d^loying 
troops, but on tbe borders rather 
than where tbe actual fi ghting js. 
As was so long tbe in Bos- 
nia, it has succeeded mainly in 
frightening itsell^ by listing tbe 
lo^stical pnrfilems. 

What eventually worked in 
Bosnia was fuU«cale economic 
sanctums combined, with inten- 
sive air strikes against Serb 
weapons dumps and siqqdy utwb 
S imilar nie 2 mures should he 
threatened now. 

Once again, Russia is dMaying 
such daeiBinng by threatening to 
use its veto in the UN Security 
CounclL Yet at tbe very 
moment Russia is expecting west- 
ern siqiport to save it from a col- 
l!q>se of investor confidence. It 
should be told firmly if h 
insists on treating Mr Milosevie 
as its protegd, it will be held 
responsible for his bdiaviour. 

The optimum outcome fto tlie 
rest of the region would be the 
restoration of Kosovo’s autonomy 
- peihape giving it equal status 
with Serbia and Montmegro in a 
reformed federatioa But the west 
has to free the prospect that the 
outcome may be independence 
for Kosovo, sincB that is what 90 
per cent (rf the population 
to want If that is to come, it 
must be carefully n^tiated and 
managed. Premature recognition 
could all too easily precipitate 
war in Macedonia, as that of 
(Croatia did in Bosnia. 


minority groupings to impose 
tbeir wUI on the whole commu- 
nity through these bhut political 
instrumeDts. 

Outside' CaMornia, the most 
dosdy watched campaign was in 
Alabama, which had been seen as 
an important test of the strength 

relifdous conservatives. There, 
Governor Fob James Jr - a 
Republican who once threatened 
to bring oiit the National Guard 
to defsid tbe r^t~nf a state 
judge to display tbe Ten Com- 
mandments. on bis wall - has 
been- forced into a run-off against 
a more moderate oppmunt. That 
shows the continuing tmisions 
wi thin the Republican party, 
.which are reflected more seri- 
ously in its failure to poll 
togeftber a coherent leadership at 
the national levd. 

Governor James aside, incum- 
bents appear to have dme wen in 
the ei^t states that voted on 
Tuesday. That is what yon would 
expect at this sti^ of the politi- 
cal zmd economic cycle. The 
exception was a Republican from 
Southern Cahfomia, the first 
incumbent to lose a primary this 
year, but he had a little proUem: 
he is currently under bouse 
arrest tor accepting illegal cam- 
paign ccxxtributicms. 

None of this makW nampflign 
finawna refonn In the US any less 
urgent. - or any more likely to 
happen soon. And with Monica 
Lewinsky back on tbe front 
pages, the political classes will 
have other thfog B to think about 
during tEie hot sununer months. 


A s govanuQents of the 
leading industrial 
countries discuss pour- 
ing in more money to 
stave off ftnawHai crisls in Ru^ 
sia, worries mount t^t big inter- 
nattoual bailoats are encouragiDg 
reckless behaviour by foreign 
investors and bankers. 

A $S0hn hitemational effort for 
Meito in 1995 was fonowed by 
bailouts last year totalling more 
than $l00ta for Thailand, Indon- 
esia and South Korea. Now the 
US says it will back proposals to 
expand a $10bn International 
Monetary Fund package for Rus- 
sia. 

MiM»h of this pobfic money 
gome to pay off private investors, 
many of them lenders of 
short-term fonds whose behav- 
iour helped precipitate tbe crises 
in the first place. “The hugest 
sinners are those who can exit 
tbe fostest," says Amar Bhatta- 
charya, economic adviser to the 
World Bank 

“We want to see more foar in 
the International financial gys- 
tem,” sas^ a senior policymaker 
in one Group of Seven govern- 
ment who believes investors 
would lend more wisely if they 
stood to swallow more of any 
resultii^ lossesL 
The problem is encapsulated in 
tbe phrase “mteal baz^", a con- 
cept that has been around at 
least since Adam Smith. He 
observed in The Wealth of 
Nations that managers of compa- 
nies they did npt own would 
always be mue ne^igent than 
owners. Economists define it as 
the actions those seeking to 
maximise their own utility to the 
detriment of othera, where they 
do not bear the full consequences 
of those actions. 

The case against bailouts is put 
by Charles Calomfris. professor 
of finance and economics at the 
Columbia Business SebooL Writ- 
ing in the journal of the libertar- 
ian Cato Institute, be asks: 
“What win foreign banks learn 
from the 1994-95 Mexican crisis, 
or the recent Asian crisis? 1 fear 
they are learning that they can 
lend without fear of default 
because the impndt protection 
of the IMF and the US Treasury." 

Tbe case for the defence is put 
by Ricardo Hausmann. chief 
economfst oT the Inter-Amerlcan 
Development Bank. He says tbe 
argument that the bailout of 
Mexico helped foment Asia's cri- 
sis by generatzi^ moral hazard 
■holds no water whatsoever". 

“I don’t know any argument 
that 'has 'gaineit so 'much cre- 
dence with so little empirical evi- 
dence,'" says Mr Hausnuum. “For 
a lot of people the words 'moral 
hazard’ are like a nuxsery rtiyme: 
it reminds them of tbi^ thqy 
learoed as kids and they cant 
forget the melody." 

So wlmt does the evidence 
show? And if moral hazard does 
exist, bow mudi are the intema- 

A e financial crl^ bEdteis the 
Kremlin walls and caBs for 
a western bailout grow 
more shriH, Moscow has 
disoovered a burning intere s t in 
moral hazard. 

“IVe had two or three 
conversation s about it this week,” 
says Rory Ittac^rquhar, an 
ewriomist at Rusrian Economic 
.Trends, an rid^iendent ttiink-tank. 
The problem cf morel hazard and 
the potential that rt wE somehow 
encourage risky behaviour is 
dearly someth^ the IMF is 
worried about” 

Any comrietton that Russia is too 
big to fail could prompt rash 
investments. “Kriowing that the 


Not for sale 


Italy’s woes 


las Itmg.been clear that Italy's 
istitutional reform plans 
ted being sabotaged by Silvio 
rlusconl, tbe scandal-prone 
der of the cemservative opposi- 


ask whether this set- 
' matters. 

inns were, after all. 
eantime Ae Italian 
r muddling through 
pregaive - witness tbe 
ocaUtion's abili^ to 
idaastricht conditions 
aly into European eco- 
xQQnetaiy union at tbe 
without a strong con- 
framsworic. 
y’s mare nervous part- 
Imu would have w 
ft that the cutre-laft 
inder Romano Prodi 
dsnificazit progress in 
n budget deficit "nie 
It to bring about a ftir* 

jqq la the deficit from 

Qt of gross domestic 

1997 to 1 per emt to 

I is reckoned to shrink 
3f public sector , debt 
v cent to 107 per cent 
a cwneistone of 

Md yet The difficulty 

coalition remains fra^ 
mg for its contlnul^ 
m tbe suniart 
a. It is one th in g to 
the Italian public to 
hair shbt wnue 
I the carrot of Emu 
ip; quite another to 


keep up the momentum in 
response to tbe pressures in 
future of tbe stabfUty and growth 

pact. BAr Prodi's mantra about 
not rocking tbe boat beftere entry 
in tft wmii has, mexeover, lost its 
relevance. 

'There are substantial chal- 
lenges ahead. The nfona of pul^ 
lie administration, fbrtha:. priva- 
tisation and tbe ne^ to address 
the state's pay-as-you-go pension 
liabilities, are three of the more 
obvious. Italy confronts one of 
fhe worst and most ra^dly detei> 
ioratlng demc^raphic prospects 
in the European Uhim). Yet fhe 
Dint psQskni leftjniw of 1996 are 
widely acknowledged to have 
been inadequate in taking the 
measure cS ffie problem. Nor are 
the requisite changes likely to 
meet with union suppmt. 

In the absence of a strong 
esscutive, there must be concern 
about tbe sustainability of Italy’s 
coDSoUdation. Refonn may 
weU-prove mtractahle if the sta- 
bility'and capacity of govenment. 
fonains d^endent on fhe suP’ 

port of extreme parties. 

the moment the constitu- 
tional reform process Is dead in 

the water. The best hope must be 

that it can recommence after a 
raforendnm cm- deetoial refocm 
next year. Wtbout a stronger 
gamewraft- thert. is a ffi k tha t 

Italian fiscal poBcy could bea^ 
a serious source of friction witton 

■the European Union. ModdUng 
is no longer enoish. 


Marriages of 
convenience 

'Sharehoiders don't Qce it and ' 
analysis hate it, but it looks Iflte 
there's a real vogue for 
power-sharing at the top of big 
American companies. 

. The latest hook-up is betw oo n 
John Stafford, the aggressive' 
lawyer who nine American Home 
ntxAiWa, and Monsanto's Robert 
Shapiro, a New Age management 
guru, who wOi be co-chief 
mceeutfveB of the merged 
company. This weWc has also seen 
Hwik Paulson elevated to co-chler 
executive md oo-chaknian with 
Jon Coizlne st investment bank 
Gokknan Sachs. 

Other recently-fosl'Qoned duets 
include Sendy WtiL the dynamic 
entreprenair who biilt Travelers, 
and the more cerebrsd John Reed 
of Citicorp, who wld Jointly head 
the new dogroup. 

WbBI has assured sharehdders 
that he has had plenty of practice 
in being told what to do - not at ■ 
Travelers, you understand, but in 
Ms 49 yeere of. marri^ 

fod o^ , his tetth in power-sharing 
is sudi that he repently appointed 
Deryck Maughan, the Brit who ran 
Safomon Brpthws, and Jarrie 
Dimon, who already controlled 
Travelars* Smith Barney, as 
co-bossss of Saleriwn Smith 
Barney. 

Of couse these corporate 
mantages tend to be made riot in 
heaven but in foe coisse of msiger. 
negutlBtions - though Gokiman, 



m the fightn^ 


vjij -a 


tional institutious to blame? 

RanV iflwrting (q (lie five trou- 
bled Asian economies - South 
Korea, Indonesia. Malaysia. Thai- 
land and the Rulippines - dfo 
rise sharply after the Mexican 
bailout. Net new loans from 
banks rose bum $23.4bn In 1994 
to $55.7bn in 1996. according to 
the Washington-based Institute 
for International Finance. Lend- 
ing by the bond market also 
jumped from 92.4bn in 1994 to 
$22.7bn Id 1996, while equity 
investments rose by 50 per cent 
to giSbn. 

But It is not clear this reflects 
the expectation of bailouts, 
rather than a combination of 
plentiful liquidity and tbe convic- 
tion that these vere all well run. 
low-risk economies. A significant 
proportion of the investments 
wa’e directed to areas! sudi as 
lending to oompanies. that were 
unlikely to be bailed oat. 

“TTie fact that so mudi-of the- 
capital entering the ecemomies 
was In this unprotected fbrm sng- 
gests that moral hazard was not 
the dominant reason for the 
stDge in capital flows," says Mr 
Hausmann. 

Another test is to compare the 
bdiaviour (rf spreads (tbe interest 
mazghi ova* riskleas US Treasury 
bonds) of nnerging market debt 


instruments with those on hi^- 
yield US corporate bonds. While 
both types of high-yielding bonds 
carried similar ratings, only 
emerging market debt would sup- 
posedly benefit from an IMF 
safety net 

According to figures from US 
security houses, between 1994 
and 1997 spreads on high-yield 
US corporate debt narrowed more 
than those on emergin g maiket 
debt, the reverse of what would 
happen if moral hazard were 
derisive. Tbe data suggest that 
plentiful international liquidity 
led investors to reach for fai^ 
yields in a variety of markets 
before the Asian crisis. (The evi- 
dence is not conclusive since sup- 
ply conditions in both markets 
could have been different) 

If mcnral hazard did not have a 
clear impact before the crisis, 
what about afterwards? The 
panic that followed the onset of 
Asian -^turmoil -is difficult .to 
square with any supposed expec- 
tation of an international bailout. 

From tbe other end of the tele- 
scope. it is also questionable 
whether IMF-sponsored safety 
nets encourage reckless behav- 
iour by goveniments of borrow- 
' mg countries. The rescue pack- 
age for Mexico hardly allowed it 
to escape lightly: domestic 


demand sank by 14 per cent in 
1995. .According to J.P. Morgan. 
Korea and Indonesia are likely to 
experience a plunge in domestic 
demand this year of ISA per cent 
and 20 per cent respectively. 

In testimony to a House com- 
mittee last month Alan Green- 
span, chairman of the Federal 
Resert’e. did not deny an element 
of moral hazard in IMF packages. 
But he added that “argaably It 
has been the expectation of gov- 
ernment support of their finan- 
cial systems that has been the 
more obvious culprit, at least in 
the Asian case”. In any event, he 
said, many investors in Asia had 
suffered substantial losses. 

In other words, the moral haz- 
ard problem in Asia arose mainly 
in the expectation of bailouts 
within domestic financial 
systems. TTiis encouraged exces- 
sive borrovring by banks and 
reckless foreign lenders. If the 
IMF oontribuled to this prcdilem,. 
it arose from the extent to which 
investors may have eimected it to 
provide foreign exchange to ser- 
vice debt to foreign banks. 

In practice, tbe expectation and 
extent of IMF intervention differs 
from country to countiy. Thai- 
land is not as important as 
Mexico to the US and the IMF: 
thus it is unclear how the Mexi- 


can bailout rould hiivi> si*i :iti\ 
realistic precedent In .Asm. 

Russia is a differetu mailer. 
Partly because of iU>! nuclcnr 
arsenal. Moscow looms Idive on 
the screens of US and otluT GT 
policymakers. Poliiic^. riiilier 
than economics, is likely in be 
the main motivating rorve beliiiul 
any bailout - though a crlsi>: in 
Russia could ignite riulher Hnan- 
cial problems elsewhere. 

With investors ebraounng fur 
- and expecting - a balUiut tsee 
below), a big support package foi' 
Russia is replete with morn! haz- 
ard problems. Yet such a bailout 
may still be sensible. If mure fear 
is created among bunkers ami 
investors In Russia, it risks prod- 
ucing the veiy financial crisis 
policymakers are Irjing to avoid. 

This tradeoff, according to kb- 
Hausmann. is missed b.v mont'. 
“TTiere is a pendulum stringing 
between being concerned about 
systemic.gasi^ and. doing things 
that would reduce their likeli- 
hood. The truth of the matter is 
that there is a tniile-(.tiT hetvvijen 
moral hazard and systemic risk." 
he says. “bUo’be there is monil 
hazard, but policies should not he 
designed assuming there is onli/ 
moral hazard. Then you risk fall- 
ing into a crisis because you ha\ e 
eliminated all crisis protection.'' 


A moral tale from Moscow 


IMF is around might males you 


“If foere is a total crash at fois 
point,” says Eric Kraus, chief 


think the risk of losing everything Is 
a lot less,” says Mr MacFan^uhar. 

As Russia's finanrial storm has 
intensified ki recent weeks. 
Moscow's financial community has 
urged an intemaHorwl rescue 
package. This may have helped 
ddve the recovery of foe pe^ two 
days wfoen shares bounced beck 
more than 20 per cent “People era 
now investing on the foct that 
foere wiH be a brilout,” says 
Johrv^aul Smith, Russian eqidty 
analyst at Morgan Stanley. 


has a long tradition of power 
sharing. 

Inv estm ent baititeis privately 
admit that fear of losing job and 
.«da hi!4 . refoerthan innate flaws in 
foe merger pkm, is the most 
common stumUng block in 

negotiations; after an. the rewards 
of the currant meiiger boom are 
aubstentiaf for foose h4io stick 
around. 

There win be lols of eyee 
watching how these arranged 
marTtege s fare. Obeerver wB be 
particulaily interested to sea 
whMher their euccess rate Is better 
or worse than that of US ctvB 
m ani a ges, 50 per cent of vfoich 
now end in divorce. 

Water course 

Malaysian prkne ministar Mahsttur 
Mohamad isn't usually nsted 
amorq foe most Uberal of world 
leaders, and the upheavals in 
neighbouring Indonesia don't seem 
to have encouraged him to open 
foe doors to p^uiar protest 

Yesterday, a consumer rights 
groiq? was to have met Ifoaia 
Lumpur resMents to discuss a 
water shortage that has left 2m 
people with no regular supply - If 
you’re lucky, the tap runs eveiy 
second day. The authorities went 
dok^ much about the antiquated 
water system, and asy rationing 
could ^ worse before ft ends 
altogefosr - Xist In tkne for 
CommonweMfo Games In 
September. 

The unworthy thought has 


strategist at Regent European 
Securities, a Moscow-ba^ 
brokerage, ”it will be three to four 
years before you see any rrxxe 
morwy coming in.* 

But, foe IMF has been reserved 
about foe need for a bailout 
insisting that Russia's criris has 
been overblown. One motive may 
be a desks to keep pressure on 
the Kremlin, which could also be 
prey to moral hazard. 

The IMF is particularly suspicious 


crossed some minds that the 
authoritifo are hoarefing water to 
avoid intemationaj emb ar ra ss ment 
The idea of this being said out 
loud proved too mue^ for the 

government which banned the 

meetfog ”fbr securfly reasorw”. The 
opposition says two other pubKc 
gatherings have been banried in 
the last few dc^ 

Even before the Indonesian 
brouhaha, foe approach of the 
CommonweaWi games was 
Increasing official tetchlness. For 
eocample, the authorities have trid 
tdevision stattons foeir licences mil 
be revoked if they use the word 
foazeT - though they haven't 
speofied an altemaltve way of 
describing foe kitemflttent thick 
smog from forest fires In Indonesia. 

in foe face of government 
paranoia, the four main oppostion 
parties have signed a declaration 
that Malaysia was heading towards 
a *poBce state*. Stopping 
opposition squabbBng can’t have 
been the result Mahafoir had In 
mind. 

Chili factor 

India's nsw defence mfnis^ 
(Seorge Fernandes hasn’t Just been 
exploding nukes below the desert - 
he's also putting bombs urxier 
bureaucrats. 

Apparently soldiere on the 
Siachen gtecter, an area deputed 
with Pakistan, asked for 10 
snowmoUes a year aga When 
Fernandes arrived in his new office 
in April, the request was still ki 
someone's kv-tr^. 


of Kremlin promises to restructue 
short-term, rouble-denominated 
debt into longer-term, cheaper 
hard currency loans. This may be 
rooted in tears that Russia might 
use the “breathing space" to 
accumulate new short-tenn rouble 
debt next time a crisis strikes. 

As they struggle to maintain a 
foothold in Russia's trtenbling 
nrtarkets. moat investors have Rttie 
patience for abstract arguments 
about moral hazard. “What you 
have here is like a am on a solvent 
bank." argues Bill Browder, 


The outspoken, unorthodox new 
mirfoter is sendkig the macNnes to 
Siachen - along with three 
officials. The hapless pen-pushers 
have to spend a week on the 
glacier "to familiarise themselves 
with the rteeds of troops posted 
there”. Siachen is 600 mBes from 
the fleshpots of New Delhi and 
more than 20,000 teat above sea 
level The temperature tends to be 
about minus 55 Celsius, with 
howling gales adding to the fun. 

The fiery Fernandes is apparently 
signalMng that Tamiliarisation 
postings” could become quite 
common for laggads in the 
cumbersome bureaucracy. You can 
almost hear those pending ffies 
being dusted off in New Delhi. 

Know thine enemy 

Stuart Eeenstat US 
undersecretary of state, is terribly 
proud of foa US-6teopean Union 
pact on sanctions against Cuba - 
and yesterday he was on Capitol 
Hill to tail the House Irrtemational 
Relations Committee Just how wen 
Uncle Sam did bi foe monfos of 
wrwgiing that led to ft. 

it’s not gokig to be easy for 
Bzenstat to convinoe legislators to 
jurtic foe tough Helms-Burton tew, 
so he brought along a pile of vteuai 
aids to assist understanding. 

His first piece of evidence for the 
quality of the accord was a cutting 
> ftom foe Flrtaneial Tkirres - 
headlined ‘Castro doiounces 
EU-US accord on Cuba”. Never 
mind foe arguments for the deal, 
J(Bt look who's against it 


founder of Hermitage Capital 
Management, an investmem fund. 
‘TTUs has nofoing to do mth moral 
hazard. It has to do with a lot of 
seared investors running to the 
door at the same time." 

Unless tnvesior confidence is 
restorad, the rouble is at risk of a 
devaluation. That could rergnife 
InflaHon, de s troy public confidence 
In the financial system and kill 
support for mari^ reforms. It 
seems a safe bet that these 
hazards of non-intervention are 
nkely to outweigh the moral hazard 
of an IMP rescue. 

Chrystia Freeland 

'^ ^^idalSiniCc i 

100 years ago 

Death Of Mr. PfimsoU 
Mr. Samuel Ptimsoll, who died 
early on Friday morning at the 
age of seventy-four, will deserve 
a place in the annals of the 
nineteenth century by reason of 
his devoted and in large 
measure successful efforts to 
improve foe condition of the 
sailor. His crusade agarnst 
over-loading and coffin ships led 
to the enactment which created 
the famous load-line, or Plimsoll 
mark, and it was chiefly through 
his exertiois that other Acts 
were passed for lightening the 
dang^ and hardships of a 
senior's fife. 

50 years ago 

S. Afriea Cabinet Seleetiorts 
Johtotnesburg, June 3. There is 
considerable satisfaction here at 
foe seiectkxi by Dr. Malan. the 
new Prime Minister, of Mr. N.C. 
Havenga. leader of foe Afrikaner 
Party, for foe portfolio of 
Rnartce. Previously, it had been 
reported that Dr. T.E. Donges 
would be Minister of Rnance, 
and Mr, Havenga Minister of 
Mines. While that was 
acc^ztebie, the choice of Mr. 
Havenga as Mkaster of Rnance 
was welcomed with a great deal 
of satisfaction. The appointment 
of Mr. Erie Louw as Minister of 
Mkies is a surprise sdecttoa 
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in need of Big Brother 


The dreaded C words have come back to 
haunt emenring markets ~ currencies and 
contagion. The recent plun-je in the rend 
and the rouble has been a reminder that 
currencies remain critical in emerging 
markets. They may be syTiiptoins of oUier 
problems, but quickiy become important 
causal factors themseivos. Conta;rion. 
meanwhile, is not popular in polite com- 
pany*. But the downward march of einei%- 
ing markets across the Njard in recent 
weeks shows it to be alive and well. 

The reality is tbat as cross-border flows 
Into emerging markets increase, so k'orre- 
lation between markets rises. It matters 
less now where the trigger event is. Pears 
of higher US rates. wo3knes.< in .lapan. 
tension in the sub-continent - all rever- 
berate globally. .\nd when the backdrop is 
unsettled. conLTgron trumps domestic fun- 
damentals. The upshot is that 1^ is 
proving a further o/ir7U5 hoiribilis for 
emenziiig markets. The full depths of 
Asia's dirnciiltios became ever more 
apparent mid Latin xMnerica continues bi 
struggle. 

Not even the one beacon of hope - 
emerging Europe. Middle East and Africa 
- has escaped the latest bout of jitters. But 
applying the Big Brother rule - that 
emerging markets oiten reflect the health 
of their nearby G7 neighboiu's - it still 
looks the best bet over the coming year. 
Eastern Europe looks well placed to bask 
in the worm glow of economic recovery in 
the west 

Telecoms equipment 

Looking for the real winners in (he com- 
munications revolution? Try the telecoms 
equipment providers which make the 
arcane switches and circuits at the heart 
of today's new-fangled networks. Ciena, 
whose gear allows long-distance operators 
hugely to boost the atpacity of their fibre- 
optic wires, was yesterday valued at 
$7.ibn in a takeover. Not for a com- 
pany with sates of S3T0m last year. 

Gianted. Ciena is growing at nearly -'iO 
per cent a year and is already very proTit- 
able. But Tellabs. the buyer, can aft^ord a 
price of 35 times estimated 1999 earnings 
oniy because It is paying with its own 
shares - which are trading at a similarly 
elevated multiple. Nor is this limited to 
young start-ups. Lucent, the industry's 
gorilla, has seen its stock quintuple since 


Emerging markets 
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it was Spun off from AT&T two years ago 
and is now rated just as highly. 

C.an Wall Street's enthusiasm be justi- 
fied? Certainly, os voice, video and data 
traffic convei^. operators are spending 
billions overhauling old networks and 
building new ones - Sprint being this 
week's example. 

But new technology is also bringing 
fresh competition; Sprint has turned to 
Cisco, a computer networking group, to 
supply much of Us new kit. The real 
worry, however, is that as the US forges 
ahead. European suppliers such as Sie- 
mens and Alcatel, which ore still lar^y 
tied to staid national phone companies, 
will fall further and fuither behind. 

Channel tunnel rail link 

From its deathbed in January; London 
& Continental Railways has emerged, 
blinking, into daylight. However, its 
revival raises many questions - hardly 
surprising given the opacity of the pro- 
cess. Hie titxpayer would have been better 
served if construction of the link bad been 
re-tendered. The direct additional subsidy 
LCR will receive from the government of 
£140m-£360n]. may seem much lower than 
the £t. 2 bn it was demanding four months 
ago. But the implicit value of having gov^ 
emment guarantees behind E3.8bn of LCR 
debt more than makes up the difference. 

In return for this guarantee, the govern- 
niciU has scored political points by reduc- 
ing the concession's length from 999 years 
to less than 90. And U will also take 35 per 
cent of post-'J020 pre-tax profits, which It 
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Europe today 

Scandinawi will luive heavy miii 
with scattered thundersiorma. bui 
Norway and Oenm,ir<( wiff tipconie 
brighter wilh ^howore. FLiin ov«r 
north-weslein Europe will gradii.tlly 
move away. There ivill be he.ivv 
showers and thunderstorms in the 
area from the Baltic slates and 
centra Europe to the Alpn. 
ThurKfery ram wiU move- into north- 
west Russia and the notmem 
Balkans l.-itcr. North It.tiv. south- 
east Spain and the Balcancs wiii 
Oiso have heavy shoivers and 
thundorsiorms. The rest oi >hc 
ibenan peninsula iind the Medilor- 
ranean should bo dry and sunny. 

Five-day forecast 

Weslom areas will be sho\^‘crv 
over the weekend with heav\- 
downpours. Ram will spread 
across ceniral and eastern regions 
early next week. Spain, northern 
Italy, northern Greece and the 
BaUians 'wiU have Ihundury weather 
with scattered heavy showers. 
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Yamaichi shareholders sue 
auditors for misconduct 



optimistically values at £200in. All in all, 
while Railtrack is gr^Miming some COO- 
structlon risk, the cost of driving down 
the Channel ttutoel mil link's cost of cap- 
ital is bdng borne largely by the tax- 
payer. 

For Railtrack, the ne^tiatlons have 
been a success. By genang the project 
broken up into two phases, it has avoided 
having to take the whole iinir on board In 
one go, v^e keeping an option on the 
second phase. But perhs^ more positive 
for Railtrack's shares has been the expec- 
tation tbat It will be weU placed to drive a 
hard bargain at its forthcenning regula- 
tory review. 

Japanese accounting 

News tbat Yamaichi's auditors are 
being sued by disgruntled shareholders is 
hardly surprising. They signed off on 
accounts which were later revealed to 
have hidden Y2B0bn of losses. But this is 
more than just a little local difficulty. If it 
serves as a prod to improve Japanese 
accountancy practices, it win make Japan 
a much more friendly environinmit far 
foreign investors. 

Right now, only a small number of the 
laig^ companies adhere to intenrational 
accounti^ standards. Beyond these few 
dozen companies, the picture becomes 
much JBurkJer. Cesy relations between 
companies and auditors Impugn the 
veracity of audited figures. Consolidated 
accounting is still scarce and cash-flow ; 
statements are tmaudited. Fortunately, 
Japan's liig bang’ will usher in reforms 
wUch should help address these con - 1 
cems. I 

Short-term, this could see smne nasty 
gremlins emerging from the woodworii. 
Longer term, tfaou^ the Increased trans- 
parency should provide the confidence to 
underpin hl^er ratings. Indeed, this was 
clearly a key factOT which help^ support 
valuations of the so called ‘Ydfry" stocks 
last year while all around th e*" were dis- 
solving. 

For global accountancy firms, mean- 
while, these developments are also wel- 
come. Curreot tie-iqis with Japanese firms 
frill far short of providing an assurance of 
uniform ^obal standards. But if the gov- 
ernment does its bit, and more assertive 
shareholders emerge, tbat day will draw 
closer. 


' Bg GBifan Tett hi Tokyo 
and .fen Kelly in Lendon 

The auditors of Yamaichi Securities, 
the Japanese broker which collapsed 
last November, are being sued by 
shareholders for misconduct. The 
suit is the first fully-fledged legal 
action taken against an auditing 
firm in Japan. 

The action against Chuo Audit 
Corporation, part of the Coopers & 
Lybrand international network, 
could prompt reforms In accounting 
procedures In Japan which have 
been heavily criticised by western 
investors. 

Forty shareholders in Osaka are 
suing the Yiunaiebi management 
and Chuo Audit for damages over 


Coopers & Lybrand which is on the 
verge of completing a S13bn meigcr 
With Price Waterhouse designed to 
provide multinational clients with a 
"seamless global service'*. 

But yesterday Coopers said Chuo 
Audit Corporation was a separate 
legal entity and tbat any liability 
would be ring-fenced from its inter- 
national network and Price Water- 
house. No legal action is planned 
a gflinsi Coopers. 

Several of the Big SLx audit firms 
have been worried for some time 
about their network partners in 
Japan and have been privately seek- 
ing to Improve standards in both 
accounting and auditing. 

The collapse of Yamaichi has 
caused particular controversy in 


losses incurred as a result of Japan b^use the broker was hold- 


the collapse of the Yamaichi share 
price. 

Hiroshi Nakaji, head of Nakaji 
Audit Corporation and incoming 
chairman of Japan's Accountancy 
Society, said: "This is new in Japan. 
It will force the accountancy pr^es- 
sion to act more rigorously in the 
future.*' 

action is an embarrassment to 


ing Y2€0bn ($1.86bn) in bidden 
losses. These had been concealed 
from investors in the past by shuf- 
fling them between accounts in a 
practice known as “tobashi*'. 

AllCT the collapse, Japan's Atiois- 
try of Finance insisted the company 
was still solvent. 

However, this week Yamaichi 
admitted that liabilities exceeded 


assets by and said it could 

not fully repay its Y-Wni subordi- 
nated loans from .lapanese insiunnce 
companies. 

The ministrii' denies it knew about 
these hidden losses. Chuo yesterday 
refused to comment. 

Any potential damages awarded 
are likely to be small. .And sraie 
Japanese knryers .suspect the case 
will fail bucause defendants . will 
claim the ministry knew about the 
tobashi lasses. 

But lawyers argue the case could 
set a very important precedent A 
shareholder in a failed housing loan 
company is now also trying to sue 
accountants. One Japanese law^r 
says: "Until now the accountants felt 
responsible to no one. Tbfe could 
change things." 

Japanese accountants have tradi- 
tionally had \'cr>' close relation^i^ 
with the companies they audit In 
contrast to countries such as the US, 
they arc allowed to audit the same 
/wnpany far decades. However. Mr 
Nakaji said he now plans to intro- 
duce a five-year time limit. 

See Lex i 
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Arthur Andersen shelves deal 
with City of London law firm 




By Robert Rice and Jbn Kelfy in London 

Arthur Andersen, the Big Six 
accountancy firm, yesterday suffered 
a setback in its ambitions to con- 
struct a global legal network when it 
pulled out of a planned takeover of 
Wilde Sapte^ a CSty of London law 
firm. 

The accountant, which has already 
made signlflcant acquisitions in 
Europe, indicated yesterday that 
high profile departures from the law 
firm since the deal was announced 
in March meant the make-up of the 
business It wanted bad changed. 

The collapse of the deal casts 
doubt on the ability of any of the 
siKalled Big Six accountancy firms 
to realise their strategies of building 
a ^obal network of law firms with 
strong links in London and New 
York. “Frankly, ifs a nightmare," 
said a senior partner at a Big Six 
firm. "In London the fatir or five top 
legal firms think they can go It alone 
and don't want a deaL The rest cant 
seem to deliver their partners." 

The collapse of the deal is a blow 


to .Andersen. The agreement with 
Wilde Sapte had ended an iS-month 
search for a leading City banking 
and financial law practice to join its 
growing legal network of 74 offices 
in 31 countries. 

Nick Prentice. Andersen's head of 
tax and l^al practice, said he was 
sorry the agreement had foandeFed. 
but the search would go on for 
another City law firm. ‘The strategy 
is ri^t and we are still aiming to 
build a strong international law net- 
wotii offering English law advice," 
he said. 

The deal, which Involved Wilde 
Sapte merging vrith Andersen's UR 
law firms - Garretts and Dundas & 
Wilson - on September 1. would 
have created a firm of 750 lawyers 
with a turaover of £100m ($164m}, 
making It the UK's sixth biggest 
practice. 

But the departure of Graham 
Smith, former head of leasing at 
WUde Sapte. to rivals Allen & Overy, 
the international law fiim. closely 
followed by leadhog asset finance 
partners David Smith and Mario 


Jacovides, had badly dented the 
business case for doing the deal Mr 
Smith and ftfr Jacovides voted in 
favour of Joining Andersen and then 
resigned. .According to one lawyer 
close to the deal. .Andersen began to 
fear a repetition of evmits following 
its takeover of S G .Archibald in 
Prance when several of the Paris law 
firm's best lawyers walked away. 

It is also understood Wilde Site's 
Paris office voted against the deaL 

The law firm's future could now 
be under threaL It has lost 5e\'cral of 
Its leading lawyers in recent years 
and had made no secret of the fact 
that it was looking for a merger. 

One senior partner of another City 
law firm said: "It's going to be an 
extraordinarily tough time for Wilde 
Sapte and 1 suspect the firm may not 
survive." 

Lawyers also said that having 
pulled out of talks with Simmons & 
Simmons last year and now having 
called off the deal with Wilde Sapte. 
Andersen had torpedoed any diance 
of serious discussions with any other 
City law firm. 
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ACQUISITION SPARKS INVESTOR ENTHUSIASM ON WALL STREET FOR SHARES IN OTHER TELECOMS EQUIPMENT MAKERS 


Dublin encourages domestic 
listing of technology stocks 

Some Dublin brokets are takng on technobgy 
^natyste to encourage domestic llstkigs. Isfasdaq, 
^ Washington-based electronic astchar^ has 
lured away many promising Irish companies. But 
now sonw analysis estfanate th^ up to 12 Irish- 
owned technology comparties ooidd seek a dual 
over the next two years. 17 


Denmark’s bourse eases 1A% 

The Danish govem- 

OiHpddc _ 

jCqpaqfaiCPiRBiii^ 


1 


merits complex package 
of economic measures 
at first appeared to baf- 
fle the stock martcet 
before a fan in the 
banchmarfc index of 1.4 
per cent to 232.13. The 
likely effect of the pack- 
age Is to shift the tax 
burden from companie s 
to individual investors. 
.’T--.. Darrish economists, who 

widely welcomed fife measures, aa^ they are Rkeiy 
to take some steam out of the economy. Page 34 

East Gennan group to launch IPO 

East German industry is to make a rare appev- 
ance on the Rsnkfurt Stodc Exdiange with the ini- 
tiai publie offering of 22.7m shares in Jenopfik, the 
technology group and one of tiM few sutvivore of 
the transfUon liom communism. Page 22 

British Steel looks set for rebound 

The weaker pound agahst the LHMarfc has 
brought relief to Brttiah SteeL. On June 15 toe 
company announces results for ths year to March 
31. While profit expectations are way below toe 
^.1bn ($1.8bn) in 1995-96, analysts expect a 
rebound in toe next couple ctf years. Paige 2D 

India’s budget brings mixed fortunes 

India's budget has upset projections of c o r po r ate 
profits, producing a list of wtoners artd losers. 
Analysts say metals, cement and petroche m ical 
Industries wffl gain, while vehicle makere, con- 
sumer goods and tobacco groups losa Page 19 

Jffinaica’s miners reach bauxite deal 

Jamaic a 's bau)^ miners and refiners have 
leertoed an agreement wfto toe government and 
trade unions to try to restore the industiy's com- 
petitive edga Riskig costs are threatening plans to 
upgrade toe country^ refineries. Pape 24 
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Tellabs in $7bn deal for rival Ciena 


By ffiebari WUBn h Now VMc 


Tellabs. a fkst-growlx^ US 
telecommanicatilQits equip- 
ment company, yestterday 
uxxveOed a 67Un aeqofsitSon of 
rival Ciena. - 

Clraa, a siz-yearold com- 
pany that came to the stock 
market last year, has sprung 
to proantoence. by ^redalisizig 
in part of the teclmology 
needed to oonsbnet a new gen- 
ezatloh of highrctvacity tde- 
com networks. 

The. all-stock purchase 
touchi^ off a wave of enthrwri- 
ggm far other egwipinent mak- 
tts on Wall O tr oot, as i n vestora 


looked lor finttwr meigats in a 
sector tobleh fa befng trana- 
finmed by the inteniet Shares 
in SOom, mie rtf the Useot 
makers of. data network!]^ 
eqnfpmentr Jumped by 8 per 
on tile netn. . 

AQdbael Bhk, chitf esecutlve 
of TeDab^ said, the 
was intep^ to cieate a comr 
pany with tiie Iwoader product 
and geographic reach to' be 
able toi compete with estab- 
lished, intesnationff gianta of 

the tgiflenm eqtdpcoeot indus- 
try like Alcatel and Lucent. 
The aim was to create a com- 
pany that 'Would wwiiil gwinng 
the woiid’s three leadfaig'tde- 


con eqmpment makers within 
five 'years, he said. 

Tdlabs, whose shareholders 
win control 65 per eeut of the 
company afttf the acquisiiiOD, 
makes the equipment that 
manages the traffic on fibre 
pptie n etw ork s . More than half 
of its gL2bn in revenues last 
year came femn digital cross- 
«wiwari systems, which allow 
traffic to Sow to diffirent parts 
of a D^wcolc in a way tiiat 
wwilcaB the most affiHant 'pse of 
their capacity. 

Ciena is a qiedalist in wave 
divisoD multiplexing, a teeb- 
mdegy that makes it possible 
to cram far more infemnatian 


down existing fibre optic 
cables. Its main product 
oiables tdeeom «mpanteg to 
inereese the capacity of thw 
netwuiks a fector of 16. 

However, the company’s 
abares lost seme (tf th^ early 
gains earlier this year when it 
wnesged that Lncmd, tiie for- 
mer teteeom equipment arm of 
AT&T, had le^ffogged it witii 
tedmbk^ that could diannel 
even nme hiaSc down a 
gie strand of fibre. 

Ciena is thought to have 
beoi the subject of dose inter- 
est from other companies 
lookiiig to eziNuid their prod- 
uct range, including Cisco 


Systems, the fgariinjr Tnakw cf 
data networkiiig equipment. 
The agreement to be bought by 
Tellabs includes a S200m 
break-up fee ffioia would pay 
if the was not cnupleted. 

News of the acqitisition 
came a day after Siuint, the 
tblrd-laxgest US longdistance 
carrier, armouneed an ambi- 
tious plan to overhaul its iofra- 
structure to produce a single 
network capable of carrying 
vdee, video and data signals 
at lower cost Sprint is a large 
customer of both Tdlabs and 
Ciena, and Mr Birk said its 
plans to revamp its network 
helped explain why the two 


had decided to combine. Td- 
labs’ biggest customers are the 
US Baby Bells, whidi ore 
ing to modeniise their voice 
networks to handle data traf- 
fic; Ciena's strengest links are 
with the newer telecom compa- 
nies, which have attempted to 
build integrated imce and data 
networks from scratch. 

Tdlabs said it would ofibr 
one share fer each of the lOSm 
fldly diluted shares of Ciena. 
Its stoA slipped S2A on the 
news to S63tt, while Ciena's 
shares rose itU to 8618 . 


Lk, Page 14 
Worid Stoda, Page 34 


Indonesia dispute 
over Suharto steel 
privatisation deal 


By PMar itonfegaon and 
Sander Tboeaes Id Jdaila 


Etesh cm itrov ers y has brokoi 
oat over hidonesta's r ri^ wi^tH 
tion programme afiar revda- 
tj ona thflf tire Suharto admln- 
istraiim qaietiy agreed to sdl 
the country’s largest steel 
conqiflny shortly bdbre it was 
ousted last 

A memorandum of under- 
standing to sen a stake of qp 
to 51 per cent in Krakatau 
Steel for about $400m was 
signed on May 7 with Ispat 
Xntemational, the Xndian- 
cmitrolled company that has 
hpfm ptTpanritng rapidly In the 
developizig 'WOdid. according to 
Erakatan executtves. 

But the deal, on which the 
directors say they were not 
ocmsolted, was not wiadff pnh . 
he at the time. Objections to 
the secrecy surrounding the 
sale prompted the jesignatiiHi 
this wedE of Soetorokfengben- 
soewargo, Krakatau’s presi- 
deut. vtoo reftised to contlnne 
afterlite *myate)doaB” w;^ the 
deal was.hamBed. 

The effdr has fuelled 
demands fw a more tnuxqpor- 


ent aiqproaidb. to privatisation 
of iDdoneBia's latgapaldk see- 
ter cmnpaides - an Intend 
part ffany economac recovery 

pm grammA. - 

moko Subagyp, Erakataufe 
act^ preddent. said he and 
other directors were snm- 
mmed to 'witness the 'eere- 
mony vdiere the wMHinrmrinwi 
of understandhig on ihe mI* 
was signed by Tanri Abeng, 
minister of state utezinses. 
But they were not sho^ a 
copy of file docnmBnt, which 
minister pocketed. 


‘ffr Abeng has retained this 
portfolio in the new govern- 
ment of B. J. Habibie, '-the Indo- 
nesian pre&adenL Testodayhe 
said Ihe sale to Ispat was not 

ftrtaliaitri and there WOUld vHIT 

be an open tender ftir the sted 
company. 

Yesterday Ispat Interna- 
tional refused to comment on 
any deal in Indonesia. 

Lakshnri Mittal, the oompa- 
ny's controliims shareholder, 
chairman and founder, also 
runs ^vately owned steel 
cennpanies in KazalchataTi aad 
Indonesia. Inclnding these 
operations, jdants around tiie 
world ccaitrcdled by Mr Afittal 
are expected to make 19m 
tonnes of steel this year - 
making his group the third- 
laigest stedmaker globally. 

Indonesia needed foreign 
capital, but everything must 
be ttanqtarent, said Bjehxir of 
the Ecfin economic consul- 
tancy. Unless Mr Abeng couM 
make, a fkiU accoimt of the pro- 
cess, it was uncertain whether 
Ihe deal would go tbrongh. 

Accardhig to the manoran- 
dum, Indonesia agreed to sell 
49 per cent of Entkatau to' 
Ispat with a postihUtty of seDi- 
ing 51 pm* cent if 'tiie price was 
satisfiactQry. Ispat is dne to 
the deal by the end 

of this 

But Mr Mangoenspewargo 
said the company had been 
working with its advisers 
Nmnura Xntematianal on a dif- 
ferent plan. This Wnri- 

ing a-strategie partner In a 
deal involving a share issue 
and tiie government retaining 
a 55 per cent stake. Ex ec u tives 
from Nmnnra were not avail- 
able Ihr commenL 
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Russia launches $1.25bn bond issue 


By Edward Laoe in ImdaD 


Russia took the international 
bond maAets by surprise yes- 
terday 'with a6L25hn offering 
priced at almost double the 
praninm It paid vrisen it last 
visited the *>»i» year. 

Proceeds from the bond - 
the country's fifOi on tiie mte^ 
TMrtinnai markets since it made 
its debut in NovanibGr 1996 - 
are expected to cmfiribule to 
the riafanfta gf tho amhatti ed 
rouble in the absence of any 
extra assistance from the 
Tirtorrwrifwiai Mbnetary Fund. - 

Senior bankers in London 
and New York said th^ were 
iwMg ht una'wares 'by the tim- 
ing of the issue in the Wght of 
the battering Russia has taken 
on the foreign aw»>iangB mar- 
kets in the past two weeks. 


Ramours in the markpf bad 
suggested Russia was 
to take out a large syndicated 
loan from a cemsortium of Ger- 
man banks to help defend the 
rouble. In addition. Russia was 
undeerstood to be requesting 
official assistance from the 
gro « m M seven leading indus- 
trialised countries. Issuing a 
bond, however, was considered 

TTnIifcriy 

**11118 is a large bond issue, 
but it is not large enot^ to 
shore np Russia’s foreign 
exdhange reserves vecy eflbo- 
tively,* said bond 
in Londm yesterday. “At the 
same time it has sharply 
raised the pe emhmi at vriiidi 
Russia borrows doRaxs from 
fha b(md meikets.” 

Yesterday's bend, iriiidi was 
lead managed by Goldman 


Sariis, was priced to yield ^ 
basis points ov&r ftte five-year 
ITS Treasury bond. TUs com- 
pares with a qiread of 345 
basis points on Russia’s last 
five-year dcdlar bond. The cou- 
pon was Just under 12 pv cent 
“A coequn at fids level looks 
woiryingly high." said one 
Ixader. 

But the yield on Russia’s 
domestic rt^lodenominated 
government bond has 
increased dramatically in the 
past month to 64 per cent This 
means it would be much more 
expensive fbr Russia to tap its 
domestic market than to go 
overseas. Traders said it was 
chewier for Russia to bociow 
in dcdlars, but if the rouble 
depredated any further it 
would be inc r * *vi»^ i y ritfrimih: 
fia* wnaria to keep up on the 


interest payments. 

Yesterday’s bond issue fol- 
lows a general sell-off of 
emerging market paper over 
the past few weeks. The ave^ 
age spread on tbe benchmark 
Rmagtog Market Brad index 
compOed by J.P.Moigan has 
widraed fium about 450 basis 
points earlier this year to 
almost 550 basis pmnts yester- 
day. Other i>m*<*giTig ma^ets, 
such as Thailand and Korea, 
have postooned mqieded Inter 
nattonai brad Mferings until 
the market stabilises. 

Traders in New York said 
the Russia brad was popular 
with investors owing to the 
graerons qnead over US Trea- 
suries. Other Russian brads 
sold off in the secondary mar- 
kets as investors switched out 
of old into new peper. 


Mirror Group edgy as Springer 
stays silent on takeover interest 


ByCailv 

JoteiGvpsr 


and 


Advisers to Mlirar Groito, tbe 
British taMted n ewsp aper pub- 
Tfohtng group, have written to 
the UE Takeover Panel aridng 
for elarifieation. from Axel 
<^w-hig «ir Vetlag, the Gcarman 
grenq;) iriiicb said it was con- 
sidering a ^ two weeks ago. 

Mirror is concerned about 
the uncortainty' geuerated by 
.. jz^fiff’s'slElaiice felknriQg 
statement of interest. SG 
ngmiirnB, which Is advishig 
the group, has aAed the pend 
to put pressure cm Spring to 
nlarifp its intentions. 

On May 22, ^uioga denied 
market rnmouts fihat it was to 
TUflin* an offer.lbr BGrrar, then 
refused to riile it out, and 
finally confirmed, it was coor 
oMar ing a bid.' Bfinior sharss 

dosed IOSp down at 234 y^ 


tttday ra dteuppo m t i n e D t that 
no bid has emeiged. 

Mirror is believed to have 
told the pand that speculatira 
in toe laess and the marisets 
has caused it difficulty, for 
example in recndtiiig staff 

The Takeover Cote has a 
pw wfaainn fhat.hars nmeason- 
able delays fidlawing state- 
ments of potential interest. 
Although a period is not 

SaWwaH it Tiaa oigtAnHaH xwall 

heyimd two wa^ in tiie 

It is Spring, . 

ownrn: of Biid. Gmmany*s 
bi^est-selUng newspaper, 
wants to Choose its nimwant to 
latitifth a Ud ones the shazo 
price has snbsidetL Mirror' 
executi ves ate unlikely to 'back 
an ofiiBr Gf 26Qp a share, whidi 
would value the nnwipany at 
£L2bBi CBLSebn). 

Springer’s advisere are 
tboudif to-be zdoetent to be 


rushed, and it is not likely that 
tbe Takeover Panel would 
insist on a imdd bid. 

Further uncertainty has 
been created tbe feet that 
Leo uirnh, the Gennan wwHa 
owner, bolds a 40 per cent 
stake in Axel Springer. The 
fbtute of ffirch Gruppe has 
been ftinmiari by a eoR^oe of 
its pay television Joint vrature 
with Bertdsmann. 

Before- Springer's interest 
leaked into tito mmkd. Minor 
was holifing talks with Trinity, 
the UK’s btesest regional 
newspaper publisher. 

Mimw is eqmcted soon to 
annonnee tiie appdDtment of 
Victeu Blau^ ft^er daairman 
of Charterhouse Bank, as 
ebamnan. A hi^^pnffle Ct^ 
diaiacta, Mr Blank is sera as 
having fbe sMTlg to guide 
Mirror throng tiie bout of 
takeover speenlation. 


14,000 managers apply for 
early retirement at AT&T 


By EBctard Wai a s ie Haw Yoik 


More than one out of e v er y 
four managers at AT&T has 
eqpplied to leave the company 
tins year undo* an early retire- 
mrat pte", many more 
cuteinally expected, the US 
teleoommunicaticms cemipany 
said yesterday. 

Tbe news that 14,000 man- 
agers had taken np thp onmp g. 
ny’s cOer of generous pension 
and ofber wiartw tbe 

first dear sign that a C06t> 
cutting drive launched this 
year .by Michael Annstrong, 

tiip conmeny’s new rhaentian, 

is starting to have an effect. 
Most will go on June 80, 
thou^ some will stay until 
the end of the year. 

Mr Armstrong offered early 
retiremrat terms to 46,000 cf 
AT&T’s 62,000 non-union 
employees as pert of an efitet 


to slash the canim'’s overtmad 
costa. Some lOJXiO-UJXIO were 
ejected to take up the oB^. 

In spite of the Usher levri of 
acceptance, AT&T denied yes- 
terday tarmg of Qie 

(ffbr had been made too genep 
ous, or that the mass d^ar- 
tures would disrupt its 
operations. “We always said 
this was a genranis offier.” it 
said. “We needed to downslxe 
quldEly." 

Other companies have seen 
thdr efforts at mass Job cut- 
ting backfire as employees 
v^ho rmnain have been unable 
to plug an the gaps left by 
their departing colleagues. In 
one of Qie starkest cases, Wdls 
Fargo’s etferte to cut costs at 
First Intostate, a rival Calilitw- 
nian bank it bou^ two years 
ago. cemtributed to a rapid loss 
of First inteTstate enstomen. 

Bell Atlantic, anotiier tde- 


eoms company, is feeing possi- 
ble disruption when 14,000 
workers are offered early 
retirement ♦'hia summer. 

Mr Aimrirong has said he 
plans to reduce AT&Ts sell- 
lug, general and admlnlstra* 
lira exprases to 22 per cent of 
its revenues, from 29 per cent 
at pr ese nt That would allow 
the craipany to turn its large 
size to its advantage, using 
natural economies of scale to 
undercut rival carriers on 
price. 

AT&T had set a target of 
lAOQO Job cuts by the rad cf 
next year, in part throurii oor^ 
mal departures and earlier 
downsizing plans. The com- 
pany said it was now a year 
ahead of schedule. The earty 
retirement scheme did not 
apply to the compaiiy’s 500 tiv 
oteeatives, a quarter of whom 
are due to be cut 


4Vi> 



The lions of the Savannah have sight that Is perfectly tuned to their environment 
It maximisra definition where ith most effective^ in a iaterai strip of focus on the 
hcrizon, file area of neatest opportunity. 


Vision that deiivers. 


1b see beyond the immetfate reality of a business, to place a high value on its 
potential and be prqiared to pay for it also takes a particidar vision. Virion that 

«« badc'with the £850 milBon Candover 1997 Fund. Virion that delivers. 


candover 
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COMPANIES & FINANCE: EUROPE 


FINANCIAL SERVICES DUTCH BANK TO DECLARE GENERALE OFFER UNCONDITIONAL IF IT GAINS 50% OF SHAR E S 

ABN Amro cuts bid 
acceptance level 



Jan Kalfh Ud respects Mdshes of Gdndrale rransgemant 


By Nei BocUeir in Bnisssis 
and George Graham in Vienna 


.ABN .Amro said yesterday it 
wouid reduce Crom 60 per 
cent to 50 per cent the accep- 
tance level at which its 
$12JibQ bid for Gen^rale de 
Banque, Belgium's biggest 
bank, became unconditional. 

The comments from Jan 
Kalff, chairman of the Dutch 
bank, followed cl aims from 
Fortis. the Belgo-Dutch 
rmancial services group that 
has made a rival, gll.lbo. 
bid for G4nertUe. that it had 
support from shareholders 
accounting for 40 per cent of 
shares. 

It also emerged that the 
conTidential opinion of Gen- 
erale's board, previously 
understood to favour Fortis. 
was more mLxed. 

Attending a conference tn 
Vienna, Mr Kalff insisted 
ABN' Amro's bid respected 
the wishes of the bank’s 
managemenU accounting for 
sue of the 38 board members. 


By Andreir Jack ai Paris 


Cr^it Commercial de 
France yesterday began 
negotiations on terms for the 
purchase of Societe Marseil- 
laise de Credit, the state- 
owned French bank which is 
being privatised. 

The French government 
announced late on Tuesday 
that an offer made by 
Banque Cbaix, a subsidiary 
of Credit Commercial de 
France, was the only one 
that met all the necessary 
criteria. 

The decision comes in 
spite of initial interest from 
other French banks, includ- 
ing Societe Generate. 
Banque Nationale de Paris 
and the Caisse d'Epargne 
savings network 

The talks under way are 
e.xpected to include the ques- 
tion of whether the French 
stare Mill provide a guaran- 
tee up to a certain limit to 
cover any unidentified 
future losses. 

Negotiations will also 
cover the amount of new 


By waiiani Hall la Zuririi 

Sulzcr Medica. Europe's 
lending medical technology 
company, has bowed to 
incrensin? LiS competition 
and IS lo sell its heart pace- 
maker business which 
accounts for around a third 
of Its sales and more than 4U 
per cent of sUifT. 

The gwiss company, which 
was riotited on the slock 
marker last .<iunimer. has 
hired Goldman Sachs, the 
US investment bank, to 


“Our approach has never 
been hostile,'* be said. “We 
would never do that. Our 
definition of hostile is 
against the wrishes of the 
management." 

He also acknowledged that 
Generale would not meet 
ABN Amro's usual target of 
a retura of 13 per cent on 
investments. Returns were 
projected at 5 per cent ini- 
tially, rising to 10 per cent in 
a few years. The bid was 
being made for “strategic 
reasons", 

ABN Amro's confirmation 
that “50 per cent plus one 
vote" was the level at which 
its bid could be declared 
unconditional means that 
will be the target for both 
sides. 

Fortis holds 2 per cent, 
plm commitments from the 
bank’s main shareholders -- 
made before ABN's surprise 
bid - to sell their combined 
33 per cmt. It daims institu- 
tions holding another 5 per 
cent have voiced support. 


capital to be tqjected by the 
state ahead of the privatisa- 
tion. which is likely to be a 
sum equivalent to tfae bank's 
losses for 1997. 

Some estimates have put 
the losses at about PFrSbn 
f$S02m). 

The board of Marseillaise 
de Credit is expected to meet 
by the middle of the month 
to fltiaii<gA the amount of pro- 
visions, wiiich must include 
new elements for restructur- 
ing and the bank's contribu- 
tion to pensloD funds for its 
employees. 

Tfae decision by the 
French government to 
choose a single buyer clears 
the way for discusmon with 
the European competition 
authorities in Brussels on a 
new capital injection. 

It approved a FPr2.dba 
stale aid package la 1996. 
which was supposed to be 
tfae final aid ahead of a sale. 

However, those close to 
the Frencb negotiations 
argue there is fittie In addi- 
tional sacrifices they can 
offer to Brussels. 


explore divestiture of its 
electrophysiology division, 
consisting of Sulmr Intenne- 
dtes and Sulzer Osypka. The 
companies, which make 
pacemakers, defibrillators 
and ablation catheters, had 
sales of SPr479m (S323m) in 
1997 and employed 2.000 
staff. 

Sulzer bought Texas-based 
lotermedics in I9SS for 
S800m in a lum'e which took 
it into tbc heart pace-maker 
business - an industry domi- 
Hiited by Medtronic of the 


Belgium's financial regula- 
tor confirmed yesterday it 
was Investigating bow these 
expressions of support had 
been obtained. ’Though it 
stressed it had uo evidence 
of wrongdoing, it was ensifr- 
ing Fortis had not offered a 
higher price to the Institu- 
tions - which would oblige it 
to raise its offer to all share- 
holders. 

Fortis said it had been 
approached by Uistitutioos, 
not the other way around, 
and the expeessioas of sup- 
port were subject to its rais- 
ing its bid to equal ABN 
Amro's, 

Generale’s directors’ opin- 
ion. to be published in both 
prospectuses, judges the 
offers on three criteria. 

For shareholders, directors 
are understood to have 
agreed that ABN Amro's bid 
offered best value. 

For staff, they considered 
the bids “almost equal", hut 
In the long term they expec- 
ted the Fortis deal wouid be 


By Haig Siaioniafl id London 
and Alldraw Rsber in Rankftirt 

Volkswagen confirmed last 
nl^t It would develop a new 
sports ntillty vehicle with 
Porsche, in a further expan- 
sion by VW. Europe’s big- 
gest carmaker. 

The project under ^scus- 
sion for months, inv'Olvea 
Vlh' and Porsche versions of 
the vehicle to GU both com- 
panies’ gap in one of the 
festest-growlng s^ments of 
the world car market 

Poiache, iriiich had previ- 
ously discussed a simiiar 
project with Mercedes-Benz, 
will sell a hi^-powered. lux- 
ury version, while VW will 
cotusentrate on mote utilitar- 
ian models of the new 
vehicle, a'hicfa is e.tpected to 
go on sale in 2002. 

Shares la VW and Porsche 
rose sharply in Frankfart' 
yesterday ahead of the news. 
amid speculation VW would 
reveal the plans at Its share- 
holders' meeting In Ham- 
burg today. VW shares rose 
DM63 to close at DM1, 518. 


US. which has hall the world 
market. Sulzer said yester- 
day that as it was only num- 
ber four in the iodustiy it 
had to make a large acquisi- 
tion or divest 

Sulzer Medica said that it 
was withdrawing from the 
bean pacemaker business, 
primarily concentrated in 
Texas, to concentrate on its 
orthopaedics and cardiovas- 
cular prosttaeses businesses, 
areas where it has strong 
market positions. 

One analyst suggested 


better. six management 
members disagreed, saying 
ABN Amro gave staff the 
chance to belong to an inter- 
national group. 

For customers, most direc- 
tors again considered the 


while Porsche climbed 
DM275 to close at DMS.4SQ. 

Shareholders may also be 
told VW is in very advanced 
talks to buy Coswortfai. the 
specialist engines group 
owned by Vickers of the UK. 
VW intends to use Cosworth 
to build engines for 
Rolls-Royce, the UK luxury 
carmaker it hopes to buy. 

VW will also use the 
engine group for foundry 
work and to build engines 
for Audi, its executive cars 
subsidiary. In time. Cos- 
worth may also be used to 
make high-performance ver- 
sions of engines tor other 
VW group brands. 

Total production of the 
VW-Porsche sports utility 
vehicle, available in petrol 
and diesel versions, will 
exceed 100.000 a year. VW 
expect to take more than 
80.000^ while Porsche will 
take tfae ranainder. 

The two compames did not 
reveal where the vehicle 
would be built, but an 
announcement is expected 
later this year. Speculation 


that it could raise 880Qm 
from the sale. 

Sulzer's decision to quit a 
high growth business less 
than a year after it came to 
the stock market caught the 
market by surprise. Never- 
theless. there have been 
hints chat the division was 
not living up to manage- 
ment's expectations. John 
Gatvia. president of the elec- 
trophysioloey division 
resigned in March as pv'irt of 
a reorganisation and the 
group's sluggish first-quarter 


bids "almost equal", but 
management favoured ABN 
Amro for its bigger iotema- 
tional network. 

The directors said they 
would sell their shares to the 
higher bidder. 


has focised on VWs Brati- 
slava plant in Slovakia, or a 
possible new US ^urtory. 

Porsche, which will 
develop both versions of the 
vehicle, said it would invest 
about DMlbn (S56Im) in the 
project VW did not reveal a 
Ggare. 

VW may also say more 
today about its talks with 
Lamboi^hint, tfae Italian 
sports car manufacturer. 
LandxiTgfaini ha* been in dis- 
cussions about buying V8 
enidnes from Audi. 'The talks 
are also believed to have 
touched on a possible take- 
over by Audi 

That speculation gaths’ed 
pace this week after Mycom, 
the Malaysian group which 
owns 40 per cent of Lam- 
bgf ghini, toM Kuala LuxnpUT 
stock exchange It was Is 
talks Ui seV its holding. 

However, a spokesman for 
Hutomo "Tmnmj" Mandala 
Putro, the youngest son of 
Indonesia's former president 
Suharto, who owns the 
majority stake, has so liar 
denied the sale talk. 


sales figure underlined its 
disappointing performance. 

Sulzer Medlca’s shares, 
which were floated at 
SFr350, have performed 
poorly since last year's Qota- 
tlOQ primarily because of 
concerns that tfae group was 
losing the race for technical 
leadership in areas such as 
bradycardia pacemakers, 
whi(± manage slow or ineg- 
□lar heartbeats, and in 
implaotable defibrlUators, 
which reduce the need for 
open-heart sur^ry. 


Seagram 
to cement 
offer for 
PolyGram 

By AOce Rkwstbom 

Seagram, the Canadian 
drinks and entertaimneDt 
group, expects by the middle 
of next month to present a 
formal offer to the share- 
holders Of PolyGram. the 
Dutch mnsic and film com- 
pany for which it is mount- 
ing a Sl0.6bn bid. 

A fortnight ago, Edgar 
Bronfinan Jr, Seagram chief 
executive, agreed terms for 
an outline cash and ^ares 
offer for the 75 per cent of 
PolyGram, owned by Philips, 
the Dutch consumer elec- 
tronics concern. 

He also unveiled proposals 
to buy the S5 per cent of 
PolyGram's shares in public 
issue for FI 117 each. 

It generally takes a month 
for an acquiring company to 
secure cleannee from the 
Securities A Sxdiange Com- 
mission in New York to 
issue documentation for a 
fbnnal offer. However. Sea- 
gram must also clear the 
PolyGram deal with the 
Amsterdam stock market 
authorititt. 

Securing clearance tn 
I Amsterdam is expected to 
I take longer than New York, 

^ because this is believed to be 
j the first time foreign seenri- 
, ties will be used to 
the purchase of a Dutch 
' company* 

Under Dutch law, Seagram 
' is also obliged to pi'cjoat its 
offer to trade repre- 

senting PolyGram's Nefiier- 
lands employees, and to 
re^Mmd to tludr queries. Sea- 
gram hopes to coonplete this 
by the time h receives clear- 
ance from the New York and 
Amsterdam stock market 
authorities. 

The proposed merger of 
PolyGram's record compa- 
nies with Seagram's Umve^ 
sal Music subsidiiury must be 
also submitted to antl-trast 
authorities in the US and 
Europe. Seagram has 
already filed with the US 
Federal Trade Commission 
and Earopean Commission. 

Seagram maintains the 
merger is unlikely to 
encounter any regulatory 
problems. ^H^vever, music 
indnstiylriBiroers suspect K 
coaid run hito difficulty in 
the US, where PolyGram and 
Universal have a combined , 
market sbaie of 35 per cent, 
and in France, where they 
command roughly 38 per 
cent 

If necessary. Seagram Is I 
thought willing to sell 
subsidiaries of the two | 
companies to avoid the deal 
being scuppered by 
anti-trust regulators, as the 
proposed merger of 
PolyGram with Warner 
Music was Id 1984. 

Seagram bas not yet 
announced the new senior 
management structure for 
its enlarged music subsid- 
iary. Doug Morris, bead of 
Universal Music, is tipped to 
run the new company. 

Alain L6vy, PolyGram 
president and R^r Ames, 
bead of worldwide music, 
are expected to leave after 
the takeover. 


CCF in talks VW and Porsche plan 
on Marseillaise sports vehicle together 


Sulzer Medica to sell pace-maker arm 



MACHINE R Y 

Vafmet operating profits 
siip 4.7% to FM302m 


Valmet the Finnish forostry machinery anti 8'®“*** 

vMtwtiav blamed mixed derriand for paper and 

tor a 4.7 per ceht fa« in 

months <rf the year. The company saw op^bcflproflte 

from FNB17m to FM3Q2m ($55.8m). in sprte of a nse 
in sales from FM3.76bn to FM4J)3bri In 
April 30. Although pulp and paper prices 
manttis Valmet paper msiufaicturers remained cautious 

and «« -ang «, 

l«el. ho««ar, profils roaa from FMM7ro to 
FM4l5m. mainly because of a 

received and the sale of non-core shwehoWingf- Ttet h^ 


SWEDEN _ 

Green light for euro listings 

The Stockholm stock exchange yesterday gave ^ 

for the country's trig multinational companies to list shares bi 

euros at tfae start of European economic and monatary uraon 

(Emu) next year. , , . 

Although Sweden is one of four European Union states 
which have decided to remain outside the single currency 
from its toception, the bourse said It would offer listing aid 
frading in the euro from January 4 next year. 

Among the companies believed to be preparmg to switch 
their listing from kronor to euros are Skandfnaviska Ensidida 
Banken and MwItaNordbanken, the commercial banks, and 

several of the country’s trig ftxestry groups. _ 

Leif Vindevag. a senior stock ex^ange official, said many 
Of Sweden's iar^ quoted groups were subject to heavy 
cross-border stock tr^ng and had a high proportion of fbr- 
shareholders. H would make compelling commercial 
sense for many of them to switoh to a euro hstlng. 

Greg Mcfvor, StK^choim 


OIL AND GAS 


Kvaemer seeks NKiTOOm savings 

Kvawner, the Arglo-Norwegian engineering and shipbuMkig 
group, yesterday announced a NKrTOOm (Si93.2m) cost-cutting 
programme in ‘its oil and gas division in a move to Improve 
profitability. The group’s oil and business, which suppfies 
InslallatlonB and makitenance equipment for the offshore 
IndiBlry, is ea q racted to reduce co^ by NKr250m this year 
and NKr450m next 

Per Andersen, vice-president of the diviskxi, said the pro- 
gramme wouid lead to cuts among the division’s 3.000 con- 
tract staff. Undw the scheme, the divtsion said ft would 
remove administrative overlaps between its four main operat- 
ing arms. Tbn But 


rrALY 

Eni sell-off plan outlined 

The Italian Treasury yesterday set out pl^ tor the saH-off of 
part of its remakiing' stake in Eni, Italy's oil and gas cxxiglom- 
arate, axpectad to be the second largest public share offering 
in Europe this yaar. 

Amid strong indcatiors that fa wVi sell a 12 per cant stake 
from its remaining 51 per cent in Eni. the Treasury amounced 
fa expected to Inipien HS it the sale over the next three weeks, 
culminaiing in the announcement of the offer price on June 
27. The sale, expected to be worth about L12,000bn 
(S8B3bn). is to Italian retail investors, international irwtitiJtiorB 
and Eni eraployoes. The largest tranche is expected to go to 
the retail aide. Jamas BIRz, Rome 


GREEK TELTOMS 

Stet Hellas in $297m offering 

Stet Hellas Telecommunications, the Greek mobile telephony 
operator which is part of the Telecom Italia grtxjp, yestsiday 
completed a $297m share offering in the form of American 
Depositary Shares or Dutch Depositary Receipts. 

The company said ft deckfed not to seek a listing on the 
Athens stock exchange because it would have been required 
to increase its capital. J. P. Morgan, global co-ortfinBlor, said 
the issue was substantially oversubscribed. 

The offering, which a m ou nted to 15.5 per cent of Stet HeP 
iBB's equity, reduced the Italian shareholding from 74 to 59 
per cent Kerfrr Hope, Athena 


Royal FTT Nederlasd NV mtA lO nripA-m/ci^n (rrmwcoi. 7A' .V«tAf'±uJi 


Annual General 
Meeting of 
Shareholders 


NotiM eonvoaing the araiual 
general meeting of Aataheldere 
or (toval PIT Modetland IW. to be 
held at the Netherlands Congres 
Cemrum, ChureMlipfoin io, 

The Haguo, on Priday June 26. 1996 
at 10:00 a.m, 

and, hereefrer. an: 

Extreordinariiineotlngofeliars- 
hoWwa of Royal PTT Nodartand NV, 
to be held at the Netherlands 
congres Cenuvm. Churchillpiein 10, 
The Hague, on Friday June 26, 1998 
at 12:00 p-m.* or, if later, upon the 
close of trie annual general meeting 
of sherehoideFS. 


The agenda for the annual general 
meeting of ^areholdeia includes dw 
foQou'ing items: 

1 Opening and announceuiena 

2 IIVT report of the Board of 
Marugemenc 

3 1997 fiaancul sutemerus and 
re p ort 

a Approval of ihe 1947 finawgial 
saremeae 

b Discharge from liability for the 
memben of the Board of 
Management and Supeniisoty Board 

4 Modois to amend ibe articles of asso- 
ctadoD of Royal FTT Ncderiand N\' 

5 Annoiincemem of intended 
appointments to ibe Board of 
Management 

6 Appoinimenr of members of the 
Supcivisoty Board 

a Opporninity to make 
recommendatioas for the 
appoinisiair of members of tfae 
Sopeirisoiy Board 
b Oppominny to object to the 
appointmeots piopused by the 
Supervisory Board 

C .Aniraiiacemeni of vacaoricd on tbe 
Supervisory Board whidi will arise 
at tfae next annual general meeciag 
ofshaiehtrideiy to 1999 

7 Autfaoiization of die company to 
acquire shares to io own capital 

8 Corporate Governance 

9 Any otlier busincas and dose. 

The agenda for the extr a ordhttry 
meeting of shardiolders indudes die 
following items: 

1 OpQitog and annouacetneats 

2 Demerger 


a Resoludon to demerge 
b latended appoiamients to die 
Supervisory Board ofTNT Post 
Group N.V. 

3 Resoludon to effect a Siamtoo' 
Merger ijctwee n 

RotoI fit Nederland NV and 
KPN N.V. 

4 Any other business and close. 

The comp l ete agendes widi 
espboauny aotea, die Snandal 
statements, the annual icpon, tbe 
proposab to amend the artides of 
association widi crplanacory notes 
and tfae proposal To demei^s witfa an 
explanatory oiemorandum and 
appendices, are dqioshcd at tfae 
main oCSces of Royal FTT Nederland 
NV, Stationsplcin 7 in Groninsea and at 
the offices of ABN AMRO Bank N.V., 
Here ng r adi t 595 in Amsterdam, for 
inspecdon by shaidioiders and odier 
persons emided to anend raeettogs, and 
ate available free of charge. 

The mfeimadon as prescribed io article 
2:142 paragraph 3 die Nedietlands 
Civil Code is incorporated in tbe 
explanatory notes to the agendas and 
is {unfaennore avaibble for inspecdon at 
Che aforetnendooed addresses. 

HeUen of onflnary ra^stered nharea 
ivtao wisfa to attend the meetings must 
nodfr this to writing to the Board of 
Manageaeni no bter than June 22, 
1998. The written nodficadoo is valid 
for both meedngs. 

Holden of bearer shares who wish 
to attend die meeiiags most d^XHit 


these at tbe aforemcationed address of 
ABN AMRO Bank N.V. no late: than 
June 22, 1998. 

The previoui sentenix aiso apphes to 
persons who are oidtJed to aoeoJ 
tfae meediig by virtue of a lau&uci or 
pledge est^lisfaed on shares. In case 
holders of bearer shares deposit their 
shares it is amiined that wish n> 
acrend both maetixigs. 

The right to attend the meetings may 
be exercised by a wrioeD proxy, for 
which purpose fuxio can be acquired 
free of charge at the above nKotiooed 
addrexses of Royal PTT Nederland NV 
and ABN AMRO Book N.V. 

The wiiiieu proxy oust be a receipr 
of tfae Board of Managnnent or ^ tbe 
above office of ABN AMRO Bank N.V. 
no late than June 22, 1998. 

* Begto tr ation for edmi Mi on for both 
meedtigs will take place froin 09:00 ajn. 
uxttil the comtneocenKot of the 
general meeting, at 10.00 ajti. Afrer this 
dine regtsaetfon for both meetmgs is no 
loiter possible. 

Persons endtled to aaend the meetings 
may be asked for ideaciScatwo prior to 
being jMSmitted. Therefore, persons 
cntiited to attend the met* any are asked 
to carry a valid idendw document (such 
as a passport or driving liceQse). 


TTu Board cf Maruigment 

Crordng«n,yiPu 4, 1998 
SiatiotiipiaH 7 


NOTICE 

in relation to the privatisation of 

CESKOSLOVENSKA OBCHODNl BANKA, a.s. 

On I9ih November 1997 the Covemmeni of the Czech Republic adopted resolution No. 732 
which conternplaied the sale of shares owned by the Czech Covemmeni In three of rhe 
country's leading banks; Komerfiri banka. a.s., Ceski spoiitelna. a.s.. and Ceskoslovenskd 
obchodtu banka. a.>. (’’CSOB”). 

On 27ih May 1998 the Government adopted a further resolution No. 369 authorising the 
publication of this notice in relation to CSOB and also similar notices to relation to 
KomeFCDi banka, a.5. and Cesk^ spoKrelna. a.a. in due course. 

The Minister of Finaocc and the acting Chmrman of the Executive Commiitee of the 
Naiiontri Prop^ Fund ("NPRl of the Czech Republic hereby invite preliminary 
expressions of interest from major international strategic investors interested in acquiriiig 
a majority shareholding in CSOB. These should be submitted to J. Henry Schroder & Co. 
Limited, the adviser to the Covemmeni on the privatisation of Ck3B. no later than 3.00 p.m. 
on <:6ih June 1998 and should contain the following information on the party submitting 
the preliminary expression of interest: 

^ its Full name together with contact details 

♦ confirmation of its interest in principle in acquiring a majority shareholding in CSOB 

♦ details of any investments made, or other business conducted by it in central and eastern 
Europe (including in the Ctech Republic) 

♦ a copy of its latest annual accounts together with any other information considered 
relevant. 

b is intended that a shon list of potential pmhasers will be drawn up in due course and that 
those on this list will be inwted to participate in a tender for the state’s shareholdir^ 
in CSOB. * 

Responses should be addressed to J. Henry Schroder A Co. Umiied. 120 Cheapside, London 
EC2V 6DS for foe attention of Mr Andrew Whiidrause, Director (tel -»44 I7i 658 6068: 
fax -144 171 658 3S04). Further iofomiation on the sale process will be sent to those patties 
expressing a preliminary interest after 26fo June. 1998. 

Ivan PtUp 
Minister Finunce 

of die Ctfck R^mblic 4ih Jtau /99lS 


Reman CeSfea 
rifling Oimrmm eflhe 
Executive Cnwmme of ike 
NPf i^ihe Czedi EtjmbDc 
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ELECTRONICS MUL TIMEDIA AGE TARGETED 

Sony plans 

PC launches 

for Europe 


Br MeMyo Nakamiito 
ipTolvo 

Sony, ' the Japanese 
electronics group, plans to 
expand its personal com- 
puter business by launrh^ng 
PCs in several European 
countries this 3 ^ear. 

_ The latest launch in 
Europe of the Vaio sales, 
vill give Sony a presmee in 
the three wiafn regional PC 
markets of the US, Japan 
and Bmtg)e. 

Sony re-entered the PC 
market two years ago with 
the introducticai of Vaio In 
the US, followed by Japan 
last June. 

Although it does not 
reveal sales figures, analysts 
bdieve its Vaio notdiook is 
amnng the topsdUng in its 
sector in Japan, where con- 
sumers have taken to its 
sogdiisticated design. 

Masashi Kubota, industry 
analyst at ING Bazliigs in 
Tblc^ aaid the notebocA PC 
resembled a bi|^-end con- 
sumer product, rather than a 
PC and its retail price of 
about Y200.000 ($1,440) 
hdped account fhr its pcgm- 
larity. In the US, the supa> 
slim Vaio S05G retails for 
about $1,999. 

Analysts point out that 


Dublin bids to stem 
overseas drift of its 
technology stocks 

Starved of new issues, Ireland hopes to 
encourage more companies to seek dual 
listings, writes John Murray Brown 

I rish technology companies essentially doing is bettlni 
have never needfd persua- on the itotare," says Mr Eeat 
Sion TMardinR the merits inge. 


I {don regarding the merits 
of alisdijg op 

Mxich'to thB duigrin of the 
Irish stock ezdmxige authcai- 
ties, the Wastungton-based 
dectronic .achan^ has 
lured away nuav a proaxiis- 
ins Irish comoanv. 

'that may be a«uiging; 

In a bid tp enpourage 
domestic listings, a .Umnbi^ 
of Dublin hrok«s are taking 
on tedUKdogy analysts - a 
breed unheard of a year ago. 

Investment Bank of 
Ireland. Bank of Ireland’s 
oorporate arm. has 

gone one step- further ud 
announced a formal link 
with US investment com- 
pany Donaldson Lufkin & 
Jenrette in the b<ve tai^ 
ping into the demand for 
dual listing sendees. 

Richard Keatinge. IBI 
managing directm*. estimates 
that up to 12 Irish-owned 
technology cm^enieB could 
aoofc a dual listing over the 
next two years. 

With Nasdaq ha ndl ing 
400 initial public offer- 
logs a year, this looks like 
enmii beer, but for the Dub- 
lin exchange, stsurved of new 
te piiMB, this' could provide a 
catalyst for growth. 

With its deeper research 
base, greater familiarity of 
the investznmit communis, 
and l e s s risk-averse inves- 
tors. Nasdaq remains a key 
marimt ftar any youi« tech- 
nologyhased company, hun- 
gry for investment capital, 
and ready to float equity. 

More importantly, the rat- 
ings M^jnyrf by US technol- 
ogy stodcs dwarf those on 
Bargpean markets. 

''With 80 per cent of our 
products sold is the US, 
from a customer point of 
view. 1 don't think there is 
any question What market 
we diould he on." says BiU 
McCabe, ehairmao and 
founder of CBT Technolo- 
BieB. a leading provider 
i&tmiactlve education soft- 
ware with around 250 ti^ 
used by ow 1.000 leadixig 

cB |ppiitor companies. 

CBT, whldi was the first 
Irish tedmdogy company to 
list on Nasdaq, is *^1°^ 
by seven l eading US invest- 
mmt banks. 

But on Nasdaq. CBT is one 

of 6,000 companies. 

Brokers point ou* 
wee it to list on the Dub™ 

oynhang a it WOUld aCCOUm 

fir 2^ po: cent of the Irish 
index. ^ ^ 

'T7e’re thinking about it 
all the time," says Mr 
McCabe co^. , 

IBl bdieves there is now a 
strong ease for a dually 

fat new companies se ^i^ 
to tim the e^ty markets. 
The Nasdaq quotation is 
part ctf the strategy- 

•In the US they tend to 
mte technology companiM 
on turnover. What you re 


essentially doing is betting 
on the itotare," says Mr Eeat- 
Jnge. 

. 'nus.ia.imp^^lnnt for cbm- 
panlel Wmeh'm^ stOl be In 
the research phase. But 
Enrique CiccTan, analyst 
witt NCB, .Ulster Bank’s 
broking arm., says many US 
buyers are . •momentum 
investars* - Iniy^ fir the 
short terra. 

with Hs deeper 
research^hase 
and less^ 
risk-aver^ 
investors, Nasdaq 
remains a key 
market for young 
technology-based 
companies 


He says Irish and Euro- 
pean fund managms tend to 
hold sto(k, whidi helps to 
the share price. 

Mr Keatinge points to the 
example of Iona Technolo- 
gies, a campus company 
^pawned frenn Dublin’s Trinr 
tty College. 

*It was listed at $24. It 
dq^ to $19. After the dual 
]|iaKng , tiie ^ice is batk up 
at around $85,’’ he says. 

Mr Keating says unlike 
IsraM. where there would be 
about 30 IPOs on Nasdaq a 
year, Irish entrepreneurs 
have traditionally been 
reluctant to part with 
equi^. 

H e says gtvwi the cost (tf 
listing, it probably does 
not Tnake sense fiir any 
ppmpany witii a turnover of 
than $50m. 

IBI estimates that, as a 
tram the dramatic 
iQcrease in the US and mul- 
tjn **innal presence in the 
mmket in Ireland, 
there are now around 300 
jjoniegrown companies - 50 
of which are big enou|d> to 
sQ public. 

IBI wc^ se^ to idoatify 
the companies, while DLJ 
handles the technical 
aspects of tte listing. Fees 

trouldbe^lit. 

Says Mr Keatinge; "The 
idea is that we are on the 
ground. We know the compa- 
nies and we can do the dan- 

k ey work." , 

But the strategy for IBI is 
also defensive - reflectliw 
the concern that unless it 
moves to counter the grow- 
^ threat of US investment 
hawBng their wa« 
dtrectly. it conld get cut out 
altoeet]^ from this lucra- 
tive stream of commission 
Immness. 


• J* 

Shiseido keeps a foot in both camps 


Shut pries 


Cosmetics group aims to please investors 
and respect tradition, says Bethan Hutton 


Sony is not likely to be 
looldng'fo ‘the PC sector as a 
key to its. operations. “Smy 
believes it needs PC technol- 
ogy and expertise fbr tbe 
tirue when audio-visual prod- 
ucts andPCb merge as multi- 
media p^ncts." Bfr Kubota 
added. 

The company *igg exper- 
tise in mass ivoduction of 
audio-visual products and 
compements but is weak in 
networks, PCs and software. 
‘Hf it wazits to be a lewder in 
the age of multimedia it 
needs to strengthen t h o se 
areas," Mr Ktfoota sai± 

It recently announced a 
deal with Microsoft to 
develop technologies to link 
PCs and gnmampar electroEH 
ies products and ^reed with 
Sun Bllcrosystsms to use and 
distribute Java, the eom- 
putar language. This week, 
Sony took a 6.7 per cent 
stake in JustSystem, which 
Mkes Japan’s xtMSt pcpular 
word-processing software. 

Mr Kubota said while Sony 
would have difBimify oveE^ 
nmtitng ifg image as a con- 
' sumer products maker in 
Eunqie, it was lik^ to be 
more interested in buildinga 
pressice in the Eurepean PC 
market for the multimedia 
than in mass PC sales. 


I n 1872, when Japan was 
just opmlng to the west, a 
new pharmacy in Tokyo's 
Ginsa district' chose to 
embrace western medicine 
rather than sdDing the usual 
Chlnese-styte herbal reme- 
dies. More than a century 
later, ‘Shisddo, the nnmpnny 
which grew out d that phar- 
macy, is still embracing we»-, 

»a»-fi< M rtnn 

By Japanese standards, 
Akira is an overseas 

Investor’s ideal company 
presideit. As head of Sris- 
Mdo, one of the world’s larg^ 
est companies, he 

is fioDowing a distinctly un- 
Japanese, investor-frieiMlly 
strategy: setting rising tar- 
gets for return on equity, 
stressing ^o^h standards of 
disclosure and planning a 
share buyback. 

Rhiflrftto is now one of tbe 
Japanese companies most 
pcmblar witii finreign inv» 
tms. About 24 per cent of its 
stock is held outside J^pan 
and it maintains investor 
relatioos oSces In tiie US. 
UE and Switxerland. 

ShiBrfdo is an inteniation- 
ally known brand, with sales 
in more than 56 countries. 
^ 2000, it aims to be the 
worid’s number one cosmet- 
ics company and to generate 


a quarter of its sales outside 
Japan. This push for globali- 
sation extends to manage- 
ment values. 

1 think that up to now, 
the Japanese management 
stance has been somewliat 
riifftBTpnt frxnn tbe standard 
prevaflizig In the west" says 
Mr Gemma, rather under- 
statii^ the gulf in values 
whitdi recently led one com- 
pany head to say that profits 
should not be a Japanese 
manufacturing company’s 
ma4n goaL 

T tMnk that on the whole 
international shareholders 
sewn to be swne wh at more 
intent on getting informa- 
tiem in line with ^bal stan- 
dards - return on assets and 
equity, efficiency of manage- 
ment at assets, and so on. 
They are also more persis- 
tent about question^ ns 
about investments that do 
not seem to be paying their 
way,” says Mr Gemma. 

fovestors disBppointed by 
a in return on equity 

from 5.1 par cent to 42 per 
cent fbr the year just ended 
may be diee^ Mr Gem- 
ma’s target of 7 per cent 
within three years, evoitu- 
a^ growing to 10 per cent 

Occasionally, however, the 
internationalised, investor- 


friendly image slips a little - 
for example when he is 
asked about Shiseido's toilet- 
ries division. 

Cosmetics are Shiseido’s 
core business and ovnseas 
the company Is known as a 
maktf of hi^-quali:^, hl^ 
priced cosmetics and per* 
flnnes. But in Japan, Shis- 
eido spans the market rang^ 
down to Aawpftftg, condi- 
tioners and even sanitary 
towels. Figures fmr the latter 
business, which Shiseido 
calls its fine tmletries divi- 
siOD, are less timw hmsres- 
si^ The operating mat^ 
for tbe last financial year 
was 0.8 per cent; five years 
ago it was 3 per cent while 
the cosmetics division last 
year produced a margin of 
10.4 per cent 

“The characteristics of 
these burinesses are totally 
difEaent so I think a Qrin«ff 
would be good fix* reducing 
labour costs and improving 
(qwratmg profits.” says Yuji 
Filiimori, analyst at Gold- 
man Sachs in Tedsyo. 

L ikewise. Shiseido’s 

return to the pharma- 
ceuticals sector 11 years 
ago does not appear to make 
business Mr Geoama's 
argument is that tbe fine 
line between some skin care 
products and pharmaceutical 
products means that 


research into me can oftmi 
turn up innovatioDS in the 
other. Others mi^t reapond 
that occasional synergies are 
not nnnug h (q justify Invest- 
ment 10 a secfoT iriiere Sfrls- 
eido bas no competitive 
edge. The company would 
also have little to lose by 
withdrawing from its food 
and soft drink burinesses. 

However, an unprintable 
fitness club <^hahi was liqui- 
dated last year, renting in 
a loss of Y2.ibn (SlSm), and 
the liquidation of a finance 
arm caused an extraordinary 
loss of Y174bn. 

Meanwhile the company Is 
expanding in more profitable 
directions through organic 
growth and acquisition. 
Over the past two years, fbr 
example, Shiseido has 
bought tbe Helene Curtis 
salon buMnessas, first in the 
US then Japan. 

Further acquisitions are 
likely if Shiseido is serious 
about achiering its goal of 
sales of Y800bn by 2001. 
Sales last year reached 
Y621bn, 149 per emt outside 
Japan. Mr Gmnma says that 
growth of existing busi- 
nesses could boost overseas 
sales to Y120bn by 2001, but 
the metra YSObn needed to 
reach the target would prol^ 
ably have to come frrom 
aequiations. 

The M»"iviTiy last month 
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opmed a store in New York 
that sells only products in 
Shiseido’s new 5S range. 

Last year it laimched the 
cheaper Za brand in several 
Asian countries. 

Shiseido’s strata of offer- 
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ing different ranges in home 
and overseas markets 
appears successful. But if 
globalisation is really tbe 
goal, it may be less feasible 
to promote separate manage- 
ment values. 
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INVESTMENT BANKING SALOMON SMITH BARNEY MAY SEEK TO BOLSTER EUROPEA N PRES E NC E 

Travelers, Nikko look for partner 


^ Ctey HMris to Lmdon and 
Tracy Corrigan to New Yoric 

Travelers Group, the US 
financial services company, 
and Japan's Nikko Securi- 
ties. its new partn^ in an 
investment banking joint 
venture, believe its Euro- 
pean presence svlU need to 
be enhanced, possibly 
through an acquisition. 

Both sides agree that Salo- 
mon Smith Barney, Travel- 
ers' investment hanlfinp sub- 
sidiary. is not strong enough 
in Europe, according to a 
senior executive of one of 
the companies. 

This suggests that the 


appetite of Sandy Weill. 
Travelers chairman, for 
expansion has not bees 
sated by the planned meiger 
with the US hanic Cidcorp to 
create a ^obal financial ser- 
vices supermarket. Citi- 
group. 

“I have recommended to 
the Travelers side that we 
should Gnd a good partner in 
Europe.” Masashi Eaneko, 
Nikko president, told 
Japan's Kyodo news agency 
yesterday. 

The Issue was raised and 
consensus was reached dim- 
ing talks lea^ng to the joint 
venture and Travelers' 
agreement to invest $l-6bn 


for a 25 per cent equity stake 
in Nikko, according to an 
individual famiiiflr with the 
negotiations. 

Salomon Smith Barney 
and Nikko declined to com- 
ment. 

While Travelas’ purchase 
of Salomon for tsbn, 
announced last September, 
was widely heralded as the 
globalisation of Travelers' 
previously domestic portfolio 
of businesses, improving 
Salomon's underperforming 
European operations has 
been seen as an important 
task. 

At the time of the moger 
announcement, Jamie 


Dimon, then chairman an d 

chief executive officer of 
Smith Barney, said: “Salo- 
mon has already built a 
pretty big platfonn overseas. 
We are ^ing to keep on 
building it” Salomon has 
said specifically that it plans 
CO build iCs Cuiopean equi- 
ties business. Its greatest 
strength is European bond 
trading, which shrink 
when the euro is created. 

The combination of Salo- 
mon with Smith Barney's 
strong domestic presence 
has already yielded benefits, 
lifting Salomon to number 
two in US mergers and 
acquisitions in the first quar- 


ter, accordiog to IFR Securi- 
ties Data. 

In Europe, it nmks 11th 
for completed deals in the 
year to op from a com- 
bined posUiOQ of Idth in 1997 
as a whole. 

But acknowledging the 
desire to expand in Eurt^e 
does not solve the problem 
of finding a firm that fits tha 

bill, an executive familiar 
with the dlscussfons said. 

While no target can be 
ruled out given the size of 
the new Citigroup, it might 
consider buying an invest- 
ment bank from a European 
universal bank tnr forming 
another joint venture. 


CSFB is learning to make 
the most of its assets 

An outdated structure and in-fighting have been replaced 
by a global and equity-based focus, wrftes Tracy Corrigan 


C redit Suisse First Bos- 
ton. the global invest- 
ment hanbin^ bUSineSS 
owned by Switserland's 
Credit Suisse, has always 
had a tot going for iL 
It is the only European 
company to have bou^t a 
large, well-established US 
Investment banking busi- 
ness with a leading position 
in US underwriting well 
ahead of Ibe wave of gfobali- 
sation which has swept the 
industry’ in the past 10 years. 
Unlike its European rivals, it 
already convincingly strad- 
dles the US and European 
markets and is a familiar 
name in London, New York 
and Tokyo, in addition to 
commanding a powerful 
retail franchise in its home 
market of Switzerland. 

But in the past some of 
these advanta^ have been 
squandered. 

In-fighting between rival 
Investment bankers in Lon- 
don and New Yorit and an 
InefTicient corporate struc- 
ture under the broad Credit 
Suisse umbrella have held 
back the development oC the 
business. 

Furthermore, its tradi- 
tional strength lies in the 
less profitable fixed income 
side of the business, and it 
has been slow to develop its 
equities operations, particu- 
larly in London where its 
history as the leading eun> 
bond bouse became a handi- 
cap. when margins in that 
business shrank. 

But Its January 1997 
restructuring and lost year's 
acquisition of the Barclays 
de Zoece Wedd European 
equities business from Bar- 
clays may mark the dawning 
of a new era. 

Allen Wheat, the firm's 
chairman and chief execu- 


tive officer, says that BZWs 
equities people are “fantas- 
tic”, and tbe busmen is "on 
a very steep climb back” 
after the turmoil caused by 
Barclays* announcement 
that It planned to sell tbe 
business last year. 

Recent CSFB deals for 
GBC Aisthom, Ciba and 
Courtaulds are “deals that 
we would never have 
gotten” prior to tbe acquisi- 
tion. 

He also says that after the 
axing of 15 per cent of the 
staff and some other depar- 
tures, more than 90 per cent 
of the 8ZW equities person- 
nel signed retention agree- 
ments, and the amalgam- 
ation of back (^ce systems 
has been completed. 

The rationale for tbe deal 
was that CSFB urgently 
needed a stronge r presence 
in equities and in EuropeaD 
investment banking advi- 
sory work. 

“If you hire a banker, it's 
two years before you get a 
pay-back. BZW bad a lot of 
very good people, especially 
in its UR business. We don't 
think you can build [that 
type of business] foom 
scratch now." Mr Wheat 
frankly admits that before 
tbe acquisition CSFIB's “foot- 
print In Europe was just too 
small on the bankiDg side” 
and the firm's position is 
equities - U ranked fifth last 
year in ^bal underwriting 
- was "not good enough”. 
On the other hand. CSFB's 
capability in '‘trading is very 
good in bonds and equities. 
We don't have to acquire 
someone to teach us how to 
trade." 

'Hie canny Mr Wheat also 
remarked that the "price 
was very attractive” at 
SlSOm - a widely shared 


view, attributed by some 
anoints to Barclays' deci- 
sion to put tbe business up 
for sale pubUdy. 

More broadly, CSFB's 1997 
restructuring, while not the 
first in its Ustory, finally 
tackled both organisational 
problems and the lack of 
capital 

'There was a huge mis- 
match of who was Tnalflng 
the money and who was get- 
ting the capital,” says Mr 
Wheat. Tbe orgaaisational 
structure was “outdated”, he 
admits, managed along geo- 
graphical, rather than prod- 
uct, lines - a str ucture aban- 
doned by other firms a 
decade ago - and tbe equity 
totalled just $ 1 . 8 bn (most 
firms of comparable size and 
scope have two or three 
times that amount). 

"We had a very good *95 
and a great ‘96 and we 
started saying [now] we 
have gotten onr act together, 
we need capital,” says Mr 
Wheat. “The bank at the 
time came to gi^ with tbe 
fact that it had a group of 
people mana^ng a very 
diverse portfoUo with a very 
antiquated system.” 

The large amount of capi- 
tal tied iq) in b"nk l ^nriing , 
with its relativdy -«sTnaii mar- 
gins, was cut frtan S3.25hn at 
the start of 1997 to just 
under g 2 bn by the end of the 
year. Mr Wheat hcgies that 
will be farther reduced to 
around $lbn. This has 
allawed capital to be rede- 
ployed to tbe firm's highly 
suoxssftx] fixed inoooe busi- 
ness. which had been 
“starved of it”. 

Tbe reallocation of capital 
and restructuring of tbe 
business on product lines 
has allowed the firm to take 
advantage of cross-selling 



Allan Wheeb CSFB h On a stBop efimb back* 


opportunities which bad pre- 
viously remained unex- 
ploited. These days, strati^c 
decisions on which sectors 
to tai^ are implemented 
In, say, botii corporate lend- 
ing and equity capital mar- 
kets. “When the stars are 
aligned, our hit rate Is 
great,” says Mr Wheat 

O verall Mr Wheat says, 
the finn has m^e “tre- 
mendous strides” in the 
four or five product areas it 
is targeting and already has 
bulge bracket status - on a 
par with Morgan Stanley 
Dean Witter and MerrlU 
Lynch - in several 
Its revenues are already 
comparable with some of its 
larg^ competitors', despite 
CSFB's greater emphasis on 
lower-margin fixed income 


business. But iia-o the inten- 
si^ing pace of financial ser- 
vices comoluiation. illus- 
trated by tbe recait merger 
of Travelers and Citibank, as 
well as by that of its arch-ri- 
vals in its home market, 

' Unioai H-vww of Switzerland 
and Swiss Bank Corporation, 
upped the ante again? 

“It certainly does keep 
your attentJoo," he says 
mildly, “but we understood 
we were doing this is a con- 
solidating market.” 

While be does not rule out 
further acquisitions - the 
firm is corrently one of 
those in talks to buy Garan- 
tia. the Brazilian investment 
bank - be says that for tbe 
moment “(equities] was the 
gap we wanted to SH. but we 
are looking at all tbe 
options”. 


PhiKp 
Services 
to sell 
metals 
activities 

By Scott Mor riso n hi Toronto 

Philip Services has put on 
the block aD its SGrap-metal 
operations, which accounted 
for more 60 per cent of 
1997 revalues. 

While the troubled Cana- 
dian recycling and waste 
managemeDt group said tbe 
sale would help it pay down 
substantially its US$I.lbn 
debt and restructure its 
credit todlity, analysts said 
the move was little more 
♦han an attenipt to appease 
creditors and inves t ors. 

The company said it had 
engaged Salomon Smith Bar- 
ney to help seD operations in 
Canada, the US and the UR. 

Philip did not identify buy- 
ers for its metals division 
and industry observers 
suggested few would be 
interested in the iow-margin 
operations. Tt's not going to 
be easy to sell tbe scrap divi- 
sion and if they do, it won't 
maiwt much of a dest in the 
debt.” said James SbroOa. an 
investment adviser at Canac- 
cord Capital. 

Troubles in the metals 
division contributed to a 
US$95.8m loss in 1997, as 
wen as an unexpected fiist- 
quarter net loss of 
US$565,000. Felix Pardo, 
recently appointed chief 
executive, said the sale 
wDi^ also dlminate expo- 
sure to commodity price risk 
and cut working capital 
needs. 

Philip said tbe mIb would 
amount to a shift bade to its 
core waste management 
bosiDess. company grew 
quickly in recent years 
throng acquisitions that 
Gsiabled it to become one of 
tile tig) waste ntunagomtinf 
groups in North America, 
with 1997 revenues of more 
than US$l.T5bn. It spent 
U^l9hn to acquire SO small 
companies in 1997. 

It was a stock market dar- 
ling until investor confi- 
dence was shaken by revela- 
tions that it had suffered 
trading losses in its copper 
dhasion aTwt thai it bwd not 
been able quickly enough to 
Implement cost-catting mea- 
sures to af±jeve effidenedes 
frem new operations. 

Its fortunes began to 
unravel after it made a 
fiieodly US$l.8bn bid for 
Salety-Eleen. a little known 
US oil recycler. Philip 
became involved in a take- 
over battle that was won by 
Canada’s Laidlaw group. 

Its share price, which 
peaked at CgCTBO last Sep- 
tember. rose 40 cento in mid- 
day trading to C$6.40. 


NEWS DIGEST 


telecommunications 

Newbridge Networks sees 
shares fall on C$1 8ni loss 

calions networking equipment 
(USSl2.4m) net loss for the year ended Apnl ^ 
announced a senior management chan^ m an attem pt to^ 
restore the company’s financial health. The loss, eqobmtent to 
10 cents a share, compares with earnings last year of 
csi57m, or 92 cents. In the fourth quarter. “J™ 

C$3.em, or 2 cents a share, reflecbng a one»cJ C$20m i^e- 
down on R&D costs at its Radnet subsidiary. Earnings before 
the charge fefl 52 per cent to C$3am. or 18 cents a share. 

In line with analysis' expectations Wl^ng 
a 73 per cent fall in earnings in the third quarter. Ne wM^ is 
straggling to bolster sales of its new-generatlon asynchronous 
transfer mode (ATM) equipment, in ar^ attempt to^fto 
dedirtlng sales of its older products. TerervM Mattha^chief 
axecutfve. said the past year had been chafleng^ for the 
company but added the ATM market was extremely robust 

Alan Lutz, formerly of Compaq Computers. Unisys and 
Northern Telecom, was appointed president and chief operat- 
ing officer, replacing Peter Charbonneau. who was named 
vice-chalnnan. Soott Morrison, Toronto 

COMPUTERS^ 

Tech Data advances 27% 

Tech patp. the US group wh'ich became Europe's largest 
computer d'istributor In April after the purchase of Computer 
2000 of Genuany. yesterday reported a 27 per cent rise In its 
first-quarter net income to $23.lm. The group, which dlslrib- 
Litee computers to reselieis. whidi add software and peripher- 
als before supplying thwn to the corporate market, incraased 
eaminos by 12 pv cer^t to 46 cents a share, in line wth ana- 
lysts’ forecasts. Revenues jumped by more foan 50 per cent 
to S2.2bn, reftsefing the 'initial first-quarter contribution from 
Macfotron, another large German distributor, purchased last 
July. 

international sales more than doubled in the three months 
to April 30, and accounted for 28 per cent of group revenues. 
Analysts expect this to rise to almost 40 per cent after the 
Computer 2000 acquisition. Domestic sales virere also strong 
diring the quarter, rising by a third. Computer penpherala 
saw rise 71 cent while computer systems turnover 
grew by more than half. Christopher Price, San Francisco 
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PIERRE LORTIE 

BomMiWar hie. Chdnntn and 
OiM Eaacidiiw ONicar. lauraN 
riiaiiilnin ii plaasdd le anneunca 
the aepardmard flf PSana Lortit Is 
dw pordion W PiaeidMl and CMef 
Cp«lh« QlSew ef Bambaidhc 
bdamadaMl. Thia inm baw naa 
eraus waa tacenUir crsalad le 
pgmM graMQi gppofMiUaa far 
Do iii m far. paiVeidartif in Asia, in 
Latin Aman^ In Ea a l aiB and 
Caninl Empa wid m Riavia. 

.. padVata W Sw LWwa nfa r o# 
Oiieago, mMi an MBA, Pirn 
LertM « aka die radplM of a 
Geafica in Aepaid Eceneiiiica from 
the Uniwrsdh da Lnivein in 
Gelghm, and el a Baehatat'a 
daw** In ApfiSad Sdmeea, 
C iw r wwfg nqraies, ftwn 
Unweniie Larnl in Ouibae. Mr. 
Leida janad Bcmbardtar in 1990 
Piniddid el Bombartfar 
CapkaL Ha ttian bacama 
. ..aWwi of Be mha qiaf 
AaraaiMea, Raglenal Atreraft, wdl 
mb naar appeMmenl. Mr. Loila 
haa haU aavaral aanler 
inanaBHiiani pe i Men a la irn 
prtwt* aaettf aa «nl aa ler Qw 
htonirW sieefc toshanoa, wfaaca 
he waa Praaitfant and CWef 
Ehaewiva OSeer ftwn 1961 10 
fS6S. 

Bomaardfar ins. k a C anad ia n 
egrparWen engaoed in dMigii, 
dawfapmsm, nBRUacanfag and 
nmkaWig actMloa In 6w fiaUe el 
Hanapartotln aqiapmenL 

aaiiMpie*. and raefimSonal 
ygjiicti. Kafaoprewdaa fi aaneial 
(inicaB »d aawieas ralatod to ita 
prortnrta and can c ow p al Bi cwB . 
Tha MsdrtaHiaud Corpentei 
ODamtoa planld h It counMaa. 
aaiploylno 47fl0a people. 
Bnnfaaldkrk rw anuaa for Ka 
fecal rMrandad January 31. 1998 
UWrd as tMan Ca n ad iaw 
dcriarL 
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^Kpmmumvuest 


(iiKorporaied wttli UoiiKd Uibilicy 
to tte Kit^domof Swedoi) 


SEK 2,000,000,000 
5 Notes due 2003 

(issood under tile Koamuninvese 
USsjXMOXKio/iaoNow Pt o gra nun e) 


Arranger 



Swedbank 


June 1998 


PERSONAL 


PUBLIC SPEAKING 
Training and speech 
writing by award 
winning speaker. 
Rrst lesson free. 

Teh {01727 86U33) 


EUROFIMA 

erqpaM Ovmair Sr ne manea 

WRiaDMAaMvStaeY 

U.S. $250,000,000 
Pautsehs Hark UBOR Baaed 
noating Rats HetN due 2002 
For the IntereM Period 3rd 
June, 1998 to 3id 
September. 1996 the ffotss 
wili cerry an interest Rate 
of 5.375% per annum with 
Coupon Amounts of U.S. 
$13.74, U.S. S137.36 and 
U.S. $13,736.11 per U.S. 
$1,000. U.S. $10,000 and 
U.S. $1,000,000 Notes 
lespecUvdy. The retevant 
Msrast Payment Data viS 
be 3rd September. 1998. 

IMss BaiA Corporatkin 


EUROl^AN INVESTMENT BANK 

PUV 10(MKI8,000 
19£% Notes of 1997/1999 
•WKN 191705- 

We are pleased lo infonn you dial the PLN/DEM Exebange 
Rale of ibe above meoiiooed issue for tbe next interest 
paymeai on June 12. 1998 has been fixed 00 May 27. 1998 
Morgan Stanley & Co. Intematioiial Limited, as 
detenninaxion agect. at 2.002 PLN/DEM. Tbeiefore. tbe 
inierest accrued for this period aod payable 00 June 12. 1998 
wilt amount 10 DEM 487.01 per PLN 5.000 note. 
DEM I ii48.05 per PLN 20JX)0 note, and DEM 1 9.480.52 per 
PLN 200.000 note. 

FnMurt an Msbt. Mar TTCh, 19W 
Moripu SUDler Beak AC 


SAMSUNG CORPORATION 


To the Hoktefs and Beneficiai Owners of Samsung Corpoiatlon 
Global Dapos8aiy Shares 

NOTICE IS HEREBY GIVEN TO THE HOLDERS OF THE ABOVE 
MENTIONED QOS’S THAT: Pursuant to the regulWiotis of the 
Korean SecurSes Exchange Comnission, tha final issue price for 
the Rights Offering has been ftced at 5,000.00 Korean Won par 
Share on May 29, 1996. 
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FlMfiDe Bate Meta dK 2000 
fito dto taKM ptried 2M M0I. I we 
to lafa Aiipa^ IWB (hr Noa siB 
toir < Rae d lataac tf 74$ ^ 
C 0 A per vidi ItotoBt toDDtoto 
tl lin.7} fa £ 10.000 ptne^ Md 
UMnii fa £100000 prtKStoU 
pqrairan Mb i9Sa 
bto to to fadatk. 


BtodctottoW 

Coto8**sLo*4to 


iipurBaili 


US844KUMMUNI0 

AZ&pUAP 

Sabordraurd Perpetual 
Su^pNoter 

Fto the prrM fan iaat 3. IftlS le 
Squmtorl UW to N«a KB anp n 
hiiueN itor df S£nas per jmii ett as 
BttiBmne M USSlflofa pv U.'i n«Mn 
Matt. US SLAfihl pe- OS oauno Nto aid 
WUSnC.NWpcrl'SlLUHUto.'Cto. 

Ito n to t H 0 M nrnm ibte kB be 
Sepentor-l. IShj. 

H[||~~iiA 

n 

SbNQUERuUBAS 


FRFSJMMMOuOOO 

AXMJAP 

Su hnnliTB t eri Peip* »a l 
Step-up Noln 

"~lb r~ni i1 fi iin leiii 11 1 M 1 Iii'TIkpi*»*ii 
a 'HflThr rf rreTHti »i/ 0 ib»nin lelerf 
'L HSn pto ■nnuB wttb n tatotoc oeM 0 
rap umn ra fsf ionj« Nw nd 0 
rRF 1*03:411 per FRF lJ«um Koto 
1to l ek to ui mioeto i y ■ dne «B to 

S«|«/totorX. UH 


n 

Banque Ruubas 


0 


4 


FULCRUM 

IN^TESTMEVr TRi;S T P.L.C. 

Preiiminary resuit': (uaauciitcd) 
for the year eucletl 30th April JOOK 
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CONTRACTS A TENDERS 


Na Ratav* tMto*T«x 
Otrideads pa IriMina Stm 
Spctol OiTKiaid ps loame Sbm 
Ni* Aaato pn VbImUcb 
Na( Ana Vslw per 
Zero Dindnd rrrkmce Stan 
tflcesto Sbse 
Cupiul San 
Teniijiel i\acci Vtlu* pet 
UapiMSherp 
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MAUNBY 

WVmXBfTMiWRPtoTtTP 

VTK noon, COFTHAU. TOWqt HOUS, STATICM PARACE, KAiaD3ATE. 

voirrH VORKSHIRE HC 1 rr}. tosthone: (omsi szasss - fax ( 0142 a) sum 

RK^ktobrUWO 


"RAB INVEST* 
laftilBifaa far Eaviranmait Pn 


■don 


ntfitaa 51280 Rnb 
Tel; 00 38$ 51/72^19-50 FhnM 385 51/72-42-25 
CROATIA 
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COMPANIE^^ FINANCE: ASIA-PACIFIC 

services COLUPSE D investment BANK’S 40 per cent CTAKE IN BROKERAGE BOUGHT BY MAJORITY SHAREHOLDER 

Peregrine Bqiiidator agrees Philippmes sale 




^ Uwas h Hors Koog 

The provisional liquidators 
of Peregrine Investments 
have secured the sale of the 
collapsed Aslan investment 
bank's stake in its Philip, 
pines venture. This comes 
one week before creditor 
meetii^ will start to detail 
total liabilities and recov- 
ered assets. 

The sale of Peregrine’s 40 
per cent Interest in the Phi- 
lippines operation was 
cleared by the courts yester- 
day; the price is not being 


disclosed. Sales of other 
rsgkmal activities axe ocpeo 
ted to fbllow. 

David Hague of Price 
Waterhouse, nni* of the jcrint 
provisional liquidators, eairf 
the dispel was made “at a 
full mark^ jaiee which real- 
ises substantial amounts for 
creditors of the Peregrine 
Group". 

The buyer is ATR Group, 
the current majority share- 
holder which is owned by 
the managmnent of the Phi- 
lippines operations. How- 
ever. the provisional Uqnida- 


tors s^' it was not a man* 
a^ment buyout ■ 
the Hdlippines operation, 
which employs around 60,. 
focuses on brokerage activi-- 
ties, and also carries out 
some corporate nnance. 
Sales of setivitiss In thal- 

lanri and Thi wan are espeo 

ted .to foDarw shi^y. 

Ur Hague said: *Turther 
di^iosals of other regiona] 
operations of the Peregrine 
groiQ) are in the course of 
advanced and active negotia- 
tions and the provisional liq- 
uidators eiqiect those negoti- 


ations to be finaiiflod in the 
next Hew weeks. 

‘'These are also expected 
to bring in significant pro 
ceeds for the benefit of credi- 
tors." 

Op to 7.000 creditor are 
^peeted to attend a series of 
meetings for some of the 
gronp companies taking 
place in Hong Koi^ nest 
we^ kicking off With 
egrine Derivatives on 
Wednesday. 

The meetings, which come 
four months after the col- 
lapse of Peregrine, will cm- 


Indian industry hit by budget lottery 

The government seems to have picked its winners and losers, writes Krishna Guha 
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I ndia's budget has upset 
projections of corporate 
profits, produciDg a clear 
list of winners and losers 
from its spending plans, tar- 
iff increases and new 
duties. 

Analysts say the main 
winners are in the mrtsiTg , 
cement and petrochemical 
industries; vdiicle manufat- . 
turers, consumer goods and 
tobacco companies lose out. 
Software companies also 
gain, vdtile phamtaceuticals 
suffer. 

The sectors to be hit by 
the budget include many 
that have ou^rformed the 
market in recent months 
and form the core holdings 
of most foreign investor 
portfolios. 

Only a handful of ‘Tbnda- 
mental" investors hold big 
stakes in India’s cement and 
steel industries. 

One senior banker in Bom- 
bay says the government 
appeals to have decided to 
"share the pain” across the 
/ corporate sectm*. rather than 
let industries such as steel 
go to the wan. with poten- 
tially disastrous conse- 
quoaces feu' the banking sys- 
t.'?;tem. 

/•{’ . All companies stand to 
•U '>gahi from moves to rdax the 
.hand of “inspector -raj", 

.. speed up investment approv- 
.r’Vfals. withdraw investment 
public sector enter’- 
and reftinn land laws. 
'the ini&Btiies, that 
suffer most from h^er 
taxes'- with tlie exception of 
Vy ’Thieles : ■ are those 

V n^arded as ampng India’s 
']'■ most promiring growth sec- 
toss. 

Investors '..are concerned 
that the goyemment has ' 
chosen to tinker with the 
V. tariff stmeture to favour 
scene industries - and some 
companies - at the esqpense 
'j;.' of others, picking winners 
- wd determining how to 
. . share out the costs of a 
downturn rather than letting 
the market decide. 

•The reforms are over.” 
said Asbok Desai. an econo- 
mist “We have returned to 
the norma] Indian political 
game." Investors privately 
express fears that sector-by- 
sector industrial manage- 
ment could lead India down 
the path of “crony capital- 
ism". 

Talk of favouritism may 
be overdone. But tinkering 
in an effort to assist stnig- 



Budget style: Yashwant .Shiha, In dian finance minister. 



gling companies does intro- 
duce an ornati es. 

Hard-hit vehicle compa- 
nies get a further dose of 
taxes, depressed capital 
goods maairfacturera no 
specific help, while some 
biihly pxoGtaiUe petrorimni- 
cal. al'uminium serftware 
companira recrive assis- 
tanoe. 

.'And even tho^ sectors 
that are winners on paper 
from new taxes will suffer 
from a' redaction in the abO- 
ity to c^et excise duties on 
Inputs against sales taxes 
and ai jump in import costs, 
whidh may be difficult to 
pass cm to the cemsumer. 

Reliance, India’s biggest 
petroebeuticals company, 
win probably be a winner. It 
will jnnfit from a cut in the 
tariff on paraxylene. its 
main import, althdu^ otiier 
inputs will be more, expen- 
sive. 

' Indian Petrochemicals 
should benefit toa 
the country’s number one 
aluminium producer, like 
Reliance, is highly inte- 
grated and profitable. It wDl 
be further sheltered from 
import competition and if 


demand increases, it will be 
able to raise prices at the 
expense of downstream com- 
panies and could gain from 
investment in power. 

.Tata'btm^d Steel. India's 
higg^ private sector steel 
producer, will suffer from 
higher costs of imported 
coaL But the new 8 per cent 
dirty and a hike in du^ on 
cold rolled steel will offer 
protection against cut price 
competition from Korea. 
Steel Aufiioilfy of fridia may 
benefit too. . 


H 


owever, it will be a long 
haul out of recessioiL 
Lkrsen and Toubro. the 
country's leading construc- 
tion gronp, will benefit if 
infrastructure spending 
boosts_ dem^d for its 
cement, engineering and 
capital goods businesses. 
Higher tariffs raise the cost 
of steel and other inputs, but 
offer some protection against 
east Asian capital goods. 

Associated Cement Com- 
panies, India's biggest pro- 
ducer. whose profits 
collapsed last year, will 
benefit if infrastructure 
^lending takes off. Gqjarax 


Ambuja may also gain, but it 
will bear higher costs 
from Imported coaL 

Housing Development 
Finance Corporation, the 
country's biggest paovider ctf 
borne loans, should benefit 
from greater spending on 
honsing and the repeal of 
the urban celling acL 

Infosys, the country’s lead- 
ing software company, will 
profit from the ability to 
retain staff through stock 
options linked to dollar 
denominated securities and 
lower tariffs on computer 
components. 

Companies that lose most 
from higher taxes include: 
Tata Engmeeting and Loco- 
motive. India’s biggest 
vriiicle company will be hit 
by hi^er tariffi on steel, an 
increase in ncise duty on 
utility vdiides and a new 
petrol tax. on tc^ ctf the 8 per 
cent additional duty. 

Mahindra and Mithindra, 
the country’s leading tractor 
and jeep manufketurer, has 
been hit by tough markets. 
It wiU snff^ 'Very badly from 
the same tax increases. Its 
joint venture with Ford win 
be hit by higher tarifEs on 
imported components, which 
win also affect other foreign 
car manufacturers such as 
Daewoo India. 

Indian Tdiacco Company, 
the leading cigarette manu- 
facturer. will suffer rather 
less from higher tobacco 
tax^ Increased import di^ 
is scant relidt as its naain 
competition is from black 
maricet imports. 

Hindustan Lever, the con- 
sumer goods Compaq, wiU 
be hit by the imposition of 
excise duty oh branded food 
products, thou^ Its distri- 
bution network should help 
sustain growth. 

Tax increases ’will also 
hurt other consumer goods 
companies, including Cad- 
bury India. Tata Tea, the 
independent tea company, 
gets hit by excise duty on 
packaged tea. which 
accounts for two-thirds of Its 
business. This may eSkt the 
tea industry's efforts to 
move upmarkeL 

Banbaxy, a teading phar- 
maceutical company, 
imports 70 per cent of its 
raw materials and 'will suffer 
from additional duty, as will 
other phannaceutical stocks, 
including multinalional com- 
panies such as Hoechst 
Marion and Glaxo. 


Telco hit by sector slowdown 


^ Krishna Gnha in Btnnbay 

Profits at Thta Engineering 
flwii Locomotive, India’s big- 
gest truck and car manufoc- 
turer, fdl 67 per cent last 
year, coDfiTming fears that 
India’s vehicle industry is 
suffering a slowdown. 

Telco said the latest fig- 
ures for April showed the 
downturn had worsened frir* 
ther this year. Sales of 
medium heavy oommer* 
dal vehicles fell 72 per cent 
In April, whDe light coimner' 
dal vehicles were down 17 
per cent 

India’s budget announced 
on Monday, contained more 
bad news for Telco. Hi^er 
import tariffs on steel, 
hiier esdse duties on util- 


ity vdiides and a petrol tax 
are likdy to hit profits. 

Ihe company’s future win 
depend more than ever <hi 
the of its new small 

car - recently unveiled at 
the Geneva motor show. 
Analysts say that if this 

gamble fells. Telco will be in 
de^ trouble. 

Some analysts say. how- 
ever. that while India’s 
smali-^ sector is con- 
gested than the mid-range 
segment, Tdeo will still fece 
competition fimn Hyundai. 
Daewoo and Fiat, as well as 
trota the industry leader, 
Maruti, a Joint venture 
between the government and 
SuzukL 

"It is an outraeeous waste 
of shareholders’ money,” 


smd the head of research at 
(me fordgn investmwat bank 
in Bombay. 

He said the small-car seo 
also faced a slowdown, 
fierce competidon and trice- 
CUttXD^ 

Id the year to March 3L 
Telco’S pre-tax profits fell 
frmn RslObn to Rs3.3bn 
($79m'>. on sales down 27 per 
cent at RsTSbn. 

Tdeo blamed the sluihp (m 
poor demand for frel^t, 
which depressed its core 
truck business. 

"Lower frei^ rates, cou- 
pled with higher input costs, 
severely afEbcted the profit- 
abOI^ of truck operators, 
causing them to postpone 
vdilirie pnrriiases," it said. 

Telco also* lost market 


share. Sales of heavy com- 
mercial ’vehicles fell 48 per 
cent, against an industry 
average of 39 per cent. 
iuBdiniw commercial vehicles 
by 43 ptf owit against 38 per 
eant , arni Ti ght commercial 
vehicles by 26 per cent 
against 24 per cent 
The company was forced 
to cut production to reduce 
invoitories. Tough CQatrol of 
expenses held costs at 
RsSbn, down 25 per cent 
.Telco was also scpieezed by 
the costs incurred In 
modernising its plants and 
expanding into utility 
vebldes and panBeng w cars. 
Inter^t costs rose 26 per 
cent to Rs2.7bn, while depre- 
cation was up 24 per cent at 
.'Rs3.6bn. • 


UEM plans to sell 20% of Plus 


is Kuala Ludipnr 

UEM. the Malaysian 
ton-road operator, is finaus- 
ing the sale of about 20 pff 
cent of its wholly own^ 
Plus subsidiary to cut debt 
estimated to stand at arouna 
M$3.6bn (US$922mX 
Ramil Mohamad, 
ins director, said: “We are 
Smimitted to dispose of 
i some assets to ^ 

level of 

to say exactly now 
many shares would be i ^ . 
at what price, or to 
Details are expected within 
about a month- 

.. ■-!• - 

.V. • ■ .V 


Analysts have long expec- 
ted UEM to restructure after 
it was forced to borrow 
MK2.4bn to buy a 32.6 per 
cent stake in Renong, its ail- 
ing parent. 

"That’s when it got dmS- 
cult,” said Ben. Chan, 
research manager at SO 
Securities. 

Before that, be said. 
UEM’s debt was linked to 
gpeclfic parojects, and there- 
fore managed by sufficient 

ea^ flow- 

Mr pamli said UEM^s cred- 
itors bad indicated they 
would refinanro its borrow^ 
hMwt if the company could 
come up wtth an undlstdosed 


amount first ‘We are trying 
to raise that amount,” he 
said. The eompany wmts to 
do that without losing con- 
trol of Plus, udiicb generates 
cash ' through its toll 
operations. 

Despite Pius’s contributum 
to UEM. analysts said It 
made sense for UEM to sell 
the stake to reduce its debt 

UEM’s purchase of the 
large stake in Rentmg. was 
widely seen as a pcilitically 
sanctioned forced bail-but 

a heavily indebted' parent 
company -by its sutridiary. 
Renong has been linked to 
the tfoiited Malays -ffotional 
Organisation, the nation’s 


dominant political party. 

The deal upset investors, 
partieulariy after the aotho^ 
ities granted a waiver to 
UE^ awMrinp It from hav- 
ing to Tnafcp a general offer 
fee* the remaining shares of 
Renong. 

Regulations required the 
gezurel offer because of the 
size of the stake UEM was 
purchasing. 

Investors abandoned the 
^are market when the 
waiver ’was first annnHnppri 
in November, leading the 
autborlties to revoke ft. But 
they later reinstated the 
waiver. . forcing a second 
round (if sellmg. 


finn the appointment of liq- 
uldatcn’s and establish a 
committee to work with 
them. 

Liquidators are also bei^ 
appednted in other jurisdic- 
tions, working in parallel 
with Price Waterhouse in 
Hong Kong to prevent credi- 
tors seeking to grab assets in 
other parts of the worid - a 
ploy whkfe has already been 
attempted by one aggrieved 
creditor who sought to take 
actioD in tiie US. 

For its part. Price Water- 
house Is reinforcing its team 


with the addition of Colin 
^rd, a London-based smiior 
client partner and the UK 
lead corporate recovery part- 
ner (Ml financial institutiODS. 
The appointment of Mr Bird 
Is a reflection of the interna- 
tional impact of Peregrine's 
demise. 

Next week’s meetings will 
also attempt to .give an over- 
view of the events that ted to 
Peregrine's collapse and are 
due to include a question- 
and-answer session at which 
the former directors should 
be present. 


Japanese to trim 
service stations 


By Atexamka Harney to Tokyo 


Japan’s big five oil 
companies are to close 
ahn nirt. one in slx of tbeir 
service stations in the next 
three years to improve prof- 
itability. The move marks 
the first industry-wide 
attempt to cut capacity since 
d«iegiiIation was introduced 
two years ago. 

Plans announced yester- 
day would eliminate 10,000 
of the 59,000 service stations, 
of which 70 per cent are esti- 
mated to be operating at a 
loss. Competiti(m, combined 
with record low crude oil 
and retail petrol prices, has 
squeezed profit mai^ins for 
Japan's oO companies, while 
deregulation has allowed 
self-service stations for the 
first time. 

With profits down across 
the industry last year, oil 
companies have been open- 
ing self-service stations, clos- 
ing refineries and reducing 
employment to raise mar- 
gins and cut costs. 

Nippon OiL the largest oil 
distributor with 16.2 per cent 
of petrol sales last year 
through 10,000 stations, said 
ft planned to shut senne sta- 
tions but declined to specify 


the number or timing. Idem- 
itsu and Showa Shell Sekiyu. 
which eadi own about 7.000 
stations, aim to close about 
30 per cent. 

Cosmo Oil has already 
shut nearly 30 outlets this 
year and to eliminate 
up to 1.000 over the next two 
years. The closures ulll dis- 
place more than 3,000 senice 
station workers, the com- 
pany said. Japan Energji' 
estimates it will close about 
16 per cent, or 1.000 of its 
6.079 stations. Mitsubishi 
and General, the smaller dis- 
tributors. each hope to close 
about 25 per cent. 

The companies* plans may 
eventually put a brake on 
the industry's shrinking 
margins by Stabilising retail 
petrol prices, which have 
fallen 19 per cent o\'er the 
past three years. However, 
the costs in closing stations 
will dent profitability' in the 
short term, analysts said. 

“Because of the need to 
give finandal incentives to 
these stations to close, the 
first several years I expect 
the oil companies will suffer 
because of the expenses they 
Incur,” said Mizue Hoso- 
kawa, oil analyst at SBC 
Warbuig in Tokyo. 


NEWS DIGEST 


SOUTH KOREA 


Hyundai halts production 
of chips to ease glut 

Hyundai Bectronies has temporarily stopped miydng 
computer memory chips to help ease a global glut (vid shore 
up falling chip prices. 

The move was expected to be followed by Samsung Elec- 
tronics and LG Semicon. The three South Korean compianies 
su[^riy 40 per cent of the world's D-Ram memory chips. 

Hyundai said its plant outside Seoul would remain idle untu 

Tue^y. Ihe company normally produces I9m 16-megabit 
0-Ram chips and 6m 64-megaM 0-Ram chips a month, or 
10 per cent of the world supply. 

“We hope that our decision will encourage other chip- 
makeis around the world to lolkwv suit,” Hyundai said. Sam- 
sung Bectronlcs. the world's largest chipmaker. said it was 
also considering cutting production. LG Semicon too has cut- 
back plarts but refused to disclose details. AP-DJ, Seoiri 

SECURmES 

Softbank in on-line venture 

Softbank, Japan's largest software distnbutor, is to offer an 
on-line securities trading service m Japan through a joint ven- 
ture with E-trade, the US internet brokerage group. The joint 
venture company, to be established later this mexith, is 
expected to begin operatiorrs in 1999. 

Softbank would hold 58 per cent equity stake and E-trade 
42 per cent in the joint venture, which woukf be capitalised at 
Y2.7bn (S19m). the company said. 

The merger is the latest in a senes of acquisitions for Soft- 
bank, which aoiuired MAC. the Japanese asset management 
company last menth, and Ziff-Oavts, the US ntonnation tech- 
rriogy group, in 1996. Last year, non-consoiidated net earn- 
ings at Softbank rose 12.3 per cent, from y23.1bn to 
Y26.3bn. on sales up 4 per cent to Y205bn. 

The timing of the new (xunpany's entry into the market 
would allow it to benefit from Big Bang financial reforms to 
deregulate commissions on sales of securities scheduled to 
take effect next year, analysts said. In the current year, the 
merger appears unlikely to affect profitability. Softbank shares 
closed down 1.9 per cent, or Y100. at Y5,220, in a falling 
market. Alexandra Harney, Tokyo 


TELECOMMUNICATIONS 

NTT plans Docomo listing 

The president of NTT, Japan's largest teleccxnmunications 
group, indicated yesterday that Doccxno. its cellular phone 
subsidiary, was likely to be listed on the stock market within 
the year and expres^ hopes that the govesnment would 
rdease its 65 |>er cerrt hol(iing in NTT within the same period. 

JunichirD Miyazu confirmed NTT was looking to (xmeiude 
Docomo's IPO this year. The cellular phone company, which 
Js the largest In the ccxintiy, has been a big profits generate^' 
for NTT, which has suffered from a downturn in its traditional 
fixed-line businesses. Michiyo Nakamolo, Tokyo 



Announcement regarding : 

• Results of the general reeecing; 

• Stock Exchan^ Itsdn^ 

• Surrender of existing documents of tide and 

• Termination of the company's listing on the London Srock Exchange (”LSE”) 

1. Results of the General Meeting 

Furcber to the anoouacemenc published on 13 March 1998, Capital Alliance Bank Limiied is authorised co announce 
cbac, ac the GFP general metfting of shareholders held on.Friday, 29 May 19SI8, the requisite majority of shareholders 
approved, inter alia, the speci:J remiurions and ordinary resolutions requited to give effect to: 

• the increase in' the authorised ordinary share capital of the corapAny by the creation of 88 000 000 ordinary shares of 
2,3 cents each; 

• the share split by subdividing, on the record date Friday, 3 June 1998, each ordinary share in the company of 2,5 
cents into 5 new ordinary shares of 0,3 cents each (“new shares”) (“the share split”); 

• the acquisition by the company of the entire property portfolio of Consolidated African Mines Limited (“CAM”) for 
an aggregate purchase considetation of R84,5 million, which consideration will be settled by ’way of a R20.5 million 
payment in cash and tbe balance through the issue of 35 535 556 new shares ("the acquisition"): 

• the acquisition by the company of 5 555 556 ordinary shares in Capitol Alliance Holdings Limited ("Gipital 
Alliance") from CAM at R27 per share with a total value of R150 million, in considetarion for which the company 
will issue 83 333 333 new shares and the subsequent placing of such Capiral Alliance shares with certain linancial 
insu'tucions at R27 per share io order to recapitalise the company (“the recapitalisacioo~i and 

• a chaoge in the name of the company from GFP co Mawenzi Resources Limited ("the change of name") 

2. Stock Exchange Listing 

The Johaniiesburg Stock Exchange (“the JSE“) has a g r ee d, with effect from the commeiKement of trading on Monday, 
8 June 1998, to amend the listing of the company’s shores to reflect the change of name. Accordingly, shares in the 
company will trade under the abbreviated name “Mawenzi” in the Financial - "Property” sector of the JSE list From 
char date. 

Furxberroore, the JSE has granted a listing in respect of the 118 888 889 new sham to be issued in terms of the 
acquisicioQ and the recapicalisacion from the commencement of trading on Monday, 8 June 1998. Consequently, the 
number of issued new shares in the share capital of khtwenzi subsequent to the share split, the acquisition 
and the recapitalisation will nMai 170 010 639. 

3. Surrender of Existing Documents of *Z1tle 

As a consequence of the afbiemencicMied share spilt and the change of name, all existing documents of title will cease to be 
good for delivety for eiansaccions entered into on the JSE from the commencement of trading on Monday, 8 June 1 998. 

A copy of this announcement together with a form of surrender will be posted to each of the shareholders of the 
compony on or as soon as possible after Wednesday, 3 June 1998. AH existing share cercificaces received by the transfer 
secretaries and the London secretaries on or before Wednesday, 3 June 1998, will be processed and the new share 
certificates refiixcing tbe share spb'c and the change of name will be posted to shareholden of the company, at their 
own risk, by registered post in South Africa and fitsc class post in the United Kingdom, on Monday, 8 June 1998. 
All existing share certificates received after Wednesday, 3 June 1998 will be processed and the new share certificates 
will be posted within 3 (five) business days of (veeipt. 

Only new shore certificates aril! be good for delivery on tbe JSE from tbe commencenienc ofuadingonMonday.SJune 1998. 

4. Termination of the Company’s Lisriog on the LSE 

Tbe LSE has agreed to ceeminate the lisriog of the company’s shares with effocr from the close of trading on Friday, 

3 June 1998. All documents of title in respect of the company's shares will cease to be of any further force or cfTerr, 
or good for delivery on the LSE after Friday. 5 June 1998. 

In addition to the terminarion of the company's listing on the LSE, tbe over*che-counter trading mechanism on the 
Paris Bourse will also Eie cemunated with effect from the close business on Friday. 5 Jurie 1998. 

Johannesburg 
3Junel998 
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TRANSPORT COMPANY'S E388M AHEAD OF EXPECTATIONS, AIDED BY PROPERTY PROFITS AN D LOWER PROVISIONS 

Raiitrack plans to upgrade network 


^ Andreir Edgeclifc>Mmson 

Railtraek. which owns UR 
rail network, announced a 12 
per cent rise in pronts to 
£3SSm ($636m.) yesterday and 
said it would shift invest- 
ment plans away from s^- 
nalliDg and infrastructure 
renewal schemes and 
towards enhancements of its 
network. 

The full-year results, 
which coincided with the 
government’s statement on 

the Channel tunnel rail link, 
were slightly better than 
most analysts expected. 


They were helped by higher 
than expected property dis- 
posal profits, azid by a £l4m 
drop in the company’s provi- 
sion for asset maintenance. 

The increase in pre-tax 
proGts for the year to March 
31 came despite a 30 per cent 
rise in Investment spending 

to £l.25bD. Sir Robert Hor- 
ton. Ralltrack’s ebairman 
said this year's in%'estmeot 
plans amounted to £l.-}5bn - 
a further Id per cent 
ad\*ance. 

Over the next 10 years, he 
added, the company will 
spend S3.1bn to upgrade the 


network - £l.^n mom iban 
forecast a year ago. The Gg- 
ure forms part of the compa- 
ny's plan to Invest £lTbn 
over 10 years, which remains 
unchanged. 

Sir Robert, who said that 
the company was £400m 
ahead of the investment pro- 
gramme agreed with its reg- 
ulator. added that this year's 
iflv'estment pn%rainme had 
been “reconfigured to 
emphasise enhancement 
schemes and to achieve pe^ 
formance improvements." 

He cited the scale of the 
investment programme as 


one reason why the passen- 
ger delays attributable to 
Raiitrack improved by just 1 
per cent last year, compared 
to a 38 per cent advance over 
the previous 12 months. 

The slower rate of 
improvement also reflected 

the fact that Raiitrack wit- 
nessed a S per cent rise in 
passenger traffic last year, 
as 50m more passenger jour- 
neys were made. It also saw 
a 12 per cent recovery in rail 
freight traffic, after many 
years of decline. 

The trend towards greater 
use of the rail network 


would accelerate, he added, 
due to schemes sneh as the 
new link between Padding- 
ton station and Heathrow 
airport and the npgrade of 
the West Coast Main Line. 

Chris Tarry of Dresdner 
Kleinwort Benson Is uj^rad- 
ing his forecast for the com- 
pany slightly, given the 
h!^^ properi? profits and 

the low^ asset malntenanrf 

plan charge. Rantrack was 
showing improvements in 
efficiency and accountabil- 
ity. he added. 

Leci'Sbe'ld 


Mystery surrounds Agatha Christie sale 


By David Blackwell 


.-V tale of mystery worthy of 
.'\gatba Christie's famous 
detective Hercule Poirot 
uiuavelled y^terday around 
the disposal of the rights to 
V her body of work. 

' Many of the classic ingre- 
dients were there - the 
select gathering at a London 
hotel, an unexpected piest 
and hints of lost correspon- 
dence. 

Booker, the cash and carry 
group, was until j-esterday 
the uziliJcely oumer of 54 per 
cent of .Agatha Christie Lim- 
ited. Miss Christie's relatives 
own the remaining 36 per 
cent. 

.At Booker's annua] meet- 
ing iu a stifling room near 
Victoria station the board 


was preening itself on the 
successful completion of tl\e 
sale of the state only a day 
after annoimcing that all its 
peripheral businesses were 
on the block. 

But a distinguished Dgure 
rose from bis seat and 
claimed to be willing to pay 
double the £10ni sum 
achieved. Shareholders 
might like to know, be 
suggested, why the board 
had preferred the lesser sum. 

Jonathan Taylor. Booker 
chairman, was flummoxed. 
Such an offer tor Agatha 
Christie had never been put 
before the board, lie said as 
the di^runtled figure swept 
out of the hall. 

Outside the meeting 
J. David Harris, a private 
Booker shareholder, would 


say only be had been corre- 
sponding for a year with 
Booker about Agatha Chris- 
tie and that he represented 
“a very substantial enter- 
tainment corporation'’. 

John Kitson, finannn direc- 
tor, said be had had no con- 
tact or communication with 
Mr Harris. IT any letters bad 
been sent, he did not know 
about them. 

But later Booker con- 
firmed that a letter bad been 
received in May last year, 
and a second in April this 
year with an indicative price 
of B2Sm for the whole Aga- 
tha Christie business. That 
represented £9.Tm for Book- 
er's 64 per cent - less than 
the £l0m in yesterday’s sale 
to Chorion, the Aim-listed 
leisure group. 



Jonathan Taylon fl um moxed 


Ashley Astmood 


Steelmaker looks sharper as pound loses its edge 


Peter Marsh looks at the prospects of a rebound in the 
fortunes of British Steel after a difficult two years 


A s the pound has weak- 
ened against the 
D-Mark in recent weeks. 
British Steel managers have 
breathed sighs of relieC in 
the past two years, the com- 
pany has seen profits foil by 
about three quarters, as ster- 
ling's rise to some DM3 has 
eaten into export margins. 

Now a shaft of light may 
be apparent for the com- 
pany. which on Monday 
week announces Its results 
for the year to March 31. 
While the City expects pre- 
Ul\ profits of about £260ra 
(gl26ml - a for cry from the 
El.lbn attained In 1995-96 - 
many analjists are e.xpecting 
a rebound In the next couple 
of years, with profits possi- 
bly rising to £500m-£70inD by 
the turn of (be century. 

But the fallerlng pound is 
only one of tlvee factors ut 
work. With about 70 per cent 
of Its manufacturing but less 
than 45 per cent of Its £7bii‘ 


a-year sales in the UR. BS 
has been hit harder than 
most other UK engineering 
groups by currency changes. 

.About two fifths of sales 
come from continental 
Europe, putting the com- 
pany directly in the firing 
line for repercussions fi'om 
sterling's earlier apprecia- 
tion. North America 
accounts for about 10 per 
cent of revenues and Asia 
about 7 per cent. 

As the UK economy slop’s, 
the indications are that the 
pound may slip to about 
0M^.T by next year, with a 
consequent boost for BS's 
profits. For every tO-pfeonig 
drop in the pound against 
the D-Mark. BS gains £100m 
nt the pre-tax level, accord- 
ing to analysts' estimates. 

Calculations of this sort 
have been partly behind the 
recent rise in the company's 
shore price, which last ni^t 
closed at I54p. up from 129p 


ta-tas 
pivIK (Em) 


late last December. Even sa 
over the past two years the 
shares have underperformed 
the rest of the UK stock mar- 
ket by about 40 per 

The two other factors 
bebind analysts’ better 
expectations for the com- 
pany botb contain a fair ele- 
ment of uncertainty. BS is 
accelerating moves to cut 
costs, through job losses, 
higher internal efficiencies 
and squeezing more value 
out of its suppliers. 

The company expects 2.000 
jobs to go from its UK work- 
force of -lOJlOO (out of total 
world staff of 30.000) by the 
end of this year. Tboi^ BS 
is not divulging Its plans, 
some analysts belieie a ftu> 
tber 10.000 jobs could disap- 
pear by early next decada 
Terry Sinclair of Salomon 
Smith Barney estimates job 
reductions and other pro- 
grammes in the pipeline 
could reduce BS’s co^ by 


£560m a year by 2001. 

“The company wants to 
become the lowest-cost steel 
producer in Europe," be 
says. “It wants to go down a 
whole flight of stairs." 

However, there are ques- 
tions as to how well BS can 
implement its plans for “flat- 
tening” its management 
structure and Introducing 
more flexible “te^working” 
into its steel plants. The 
company is starting such 
schemes well behind other 
large western industrial 
companies, many of which 
began them a decade ago- 

Martin Doble. managing 
director of Beddows & Co. a 
London-based steel industry 
consultancy, says BS “has 
some work to do" in catch- 
ing up on efficiency pro- 
grammes with other Euro- 
pean steel producers such as 
'Hiyssen-Rnq^ of Gennany, 
and Hoogovens of the 
Netherlands. In the past, he 
says, such companies have 
invested far more in this 
part of their operations. 
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Mr Doble says that BS, 
however, has ^ed mainly 
on the UlCs low labour rates 
to cut Gyrating costs, and 
now realises it needs to do 
more - such as progects to 
buy more raw materials 
from sii^Ie suppliers and 
increasing automation. 

TitB third foctor that may 
boost the outlook for BS is 
the generaUy good demand 
for steel in Europe, arising 
from solid econconic growth 
in (jermany and France and 
consequent rising sales of 
goods from cars to washing 
machines that use the metal 
According to the OECD, 
European Union steel 
demand is Utely to increase 
by 6J2 per cent this year to 
13Sm tonnes, after a ULd per 
cent increase last year. Tim 
Bennett at Morgan Stanley 
Dean Witter says: “Right 
now life lin the steel indus- 
tryl Is pretty good.” 

But the outlook for prices 
- the key influence on prof- 
its - is less clear. Some 
believe secondary effects of 
the Asian troubles could 
lead to a softer market this 
I year. For instance, cheap 
I imports into western Europe 
I from south-east Asian steel- 
' makers, or from plants in 
, eastern Europe deprived of 
their former large markets 
in Asia, could force price 
I cuts, particularly at the low- 
margin anri of the industry. 

Meanwhile, CRU Interna- 
tional. a UK steel consul- 
tancy. says plans for 
increased production from 
several European steel 
plants may lead to ftirtber 
price-weakening in the next 
12 months. The projection 
underlines the nnnarfairrtieS 
which - for all the more con- 
fident talk about BS of 
recent weeks - could lead to 
further upsets in the compa- 
ny’s share price in the next 
few months. 


SGS Societe G^mle de 
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PAYMENT OF DIVIDEND 


Notice IS hereby given to shareholders that following a resolution passed at the 
Annual General Meeting ot the Company held on 3rd June, 1998. a dividend for the 

year 1997 will be paid as lollows: 




rsglsicred snare 

bearer share 

bon oe louissance le bearer 


CHF CO.-rtcnnal value 

CHF fOO-nommal value 

without rtotnnd value 


(No del vol 249 74$) 

(No be v^. 249 745i 

(No(teval.249 733) 


iCHFl 

(CHFl 

iCHF) 

Gross 

1360 

66.00 

68.00 

LessS&’o 

Snrtss ledcral 
snlhhoiding lav 

4 76 

23.80 

23.80 


f/ETperWiare &64 asjXI 44.30 

Registered shares 

The dividend will be paid, free of charge, on 9th June. 1997 directly lo the 
shareholder on record. 

Bons de jouissance and bearer shares 

The dividend wjfl be paid, free of charge, as ol 8th June 1998 upon presentation of 
coupon No. 33 (bearer shares) and of coupon No. 19 (bons de jouissan^) to any 
branch in Switzerland of Union Bank of Switzerland, Pictet & Cie, Bank Julius BSr & 
Co. S.A.. Bank Saraan & Cie , Bank J. Vonlobel & Co. S.A. and Bordier & Cie. or at 
the registered office of the Company. 

Shareholders are reminded that, in accordance with ttie Statutes of the Company, any 
dividend not claimed within 5 years of its due date becomes statute-barred in favour of 
the Company (i.e. as of I5th June, 1998 for bearer shares coupon No.14 and for bons 
de jouissance coupon No. 27). 

Geneva. 4th June. 1 998 On behalf of foe Board of Directors 

The Chairman 
Elisabeth Sauna amoRINI 
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PKOFERTY INVESTMENT fc DEVELOPMENT 


RESULTS FOR THE YEAR TO 
31st MARCH 1998 

ItoOTto Vtarte 
31.3.98 31A.97 

(StDURenb E29.14ni 07.a3iii 

fVofit on onfinoty aettvitiss 

efier brtarart and oBw charges £13.9m £12.6m 

Dtaalion £3.2in £1 .9m 

Prafil eWr ib utobte to shoraholden £10.7m £T0.7m 

Eandngs fwr shore KOIp 6.^ 

Dividends 3.76p 3.39p 


Tt>e figatf mebide jamamennhuJik to the Cmf'iAaa 

tVioea MRdariMHferMfairp. 

The inaeaiaJfiiuddkriJaid of iJ9ppfrtluKWiB be pad tm "Vt 
Atfiar 1993 rile itgifuren rM/wvrS*9f. 

* Gross rems up ^6.6% 
e ?K tax profits up 10% 

* Dividend per share up 10.9% 

* Net assets per share increase by 13.76% lo 15Up 


Evans of Leeds PLC 
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NFC to 
buy back 
25% of 

its equity 

By JoiBlbaii Pont 


NFC. the logistics group Umt 
hac raised more tban £250m 
foam disposals in tbe last 13 
moDtlis, is to buy back a 
quarter of its equity in a 
rinni that will return £3070) 
(SSOSm) to shar^olders. 

The buy-back will leave 
NFC wttb gearii^ of about 
80 per cent by the yearend, 
and excludes tbe possibility 
of it Tnairing large acqnisi- 
tioDS in the near future. 

Gory Murphy, dilef exec- 
utive, said the buy-back 
offered better value to share- 
holders than a large deal 
coold have done. “We didn't 
see there was good value to 
be had in the maiket for a 
big acquisition because 
prices are just too taiifo,’' he 
said. 

The group intends to seek 
“bolt-on" purchases in 
Europe and North America, 
which it believes will create 
more value. 

The buy-back was wel- 
comed by analysts, and the 
shares rose 2Vtp to I82p. 

However, there was a sting 
in tbe tail from NFC. The 
company said woitld reduce 
its ^vidends following the 
pay-out, disappointing ana- 
lysts who had expected them 
to be maintained. The 
interim payment has been 
cat by 20 per cent to 2p. 
Together with a forecast 
dividend of 3p. that 
would make ^ for the year 
against 7.1p in the year to 
last September. 

Mr Murphy said the 
Rhang p would leave the divi- 
dend more than twice cov- 
ered ~ against 1.4 times last 
year - and brfz^ tbe shares 
down to a market yield. 
Interim earnii^ per share 
increased firom 4.3p to 4.4p. 

“We don't feel MFC should 
be a yield stock, especially 
with a highly geared balance 
sheet, and ire have said for 
some Hm«» we wanted earn- 
ings cover of about two 
times," he said. 

Uniler the terms of the 
buy-back, shareholders will 
receive 176p in cash or loan 
notes and three new shares 
in exchange For every four 
shares held. 

NFC expects to complete 
the buy-back by the end of 
S^^ifoer. 

The company also 
reported pre-tax profits up 
from £53.3m to £59.4m for 
the six months to Manfo 31, 
cm turnover 5 per cent lower 
at fl.lhn. Exeduding dispos- 
als and the impact of a 
stronger sterling exchange 
rate, the underlying rate 
of sales growth was 5 per 
cent 

Business disposals gave 
rise to exceptional items of 
£7.510. principally on the sale 
of BR9 truck rental. Gxcln- 
ding these, pre-tax profits 
wm« £5L9m <£S0.1ffl). 


COMMENT 


NFC 


There is a rather sad symine- 

£263m in a fights issue. . 

vaguely aimed at expansion. i 

As it turned out. the tram- ijo 

nnrt erouD needed an axe i wA 

rather tiian an infusion. Now i» /""'T 

it plans to spmid more than -rAi— A 

reining in its equity- It 

is to be hoped that this vni — L in 

marks the end of a long and ^ 1 1 

painf ul tumround by a *1 ^ . 

“new” management that has V — 

been in place for three years. 

The nuts and bolts of the to ' • m” -- 

buy-back deeiskm cannot be “ 

faulted. Disposals had left ji»u cimiiiiiiw 
the group with nearly £50m , 

net tried end felled to Dnd attrocBvely ejoul- 

sitions - so. copybook-style, it is returning cash to sha» 
holders. The exercise could enhance eanungs per stere 
as much as 8 per cent Forecasts for the year to Sep^bet 
1999 have been pushed up to about I3p on j>re-ta.N pnmts of 
roughly £115m. But the buy-back clearly does not add^ 
the question of tbe group’s growth prospects m threadtere 
markets. Most distributors remain caught betwTOn thw 
own rabid (rnffipetitiveness and the parsimony oC b® 
customers. They oi^t to consolidate but their mighty^- 
ents demand dedicated focilities and can abort contracts if 
control (dianges. .A company like Hays has kept growing by 
offering more sophisticated sendees and e.xpanding on tbe 
continent. NFC says it still has tbe capacity tor such invest- 
menL Investors must pray that is true. 

UK coal 

Yesterday's ll per cent rise in RJB Mining's shartt U a 
depressing omen for UK consumers. Notwithst an d in g the 
government’s supposed conunitment to market forces, the 
consumer and the eniironment. a cosy deal on coal 'is 
innMnp ever more likely. If the moratorium on new ea^fired 
power stations is extended for perhaps fi\*e years, it will 
buttress National Power and Power(3ea’s abiiiD' to set the 
pool price of electricity. Consumers would be partly compen- 
sated for rigging of the market if the generators' domi- 
nance were reduced thmi^fa the mooted sale of some capac- 
ity. niis would mean swafqalng one lot of new entrants into 
the market, the gas-fired generators, for another, those buy- 
ing existing plants from the big generators. This may save 
DE coal for a while, but it is a poor way of introducing 
greatm* competition into the generation market. 

AEA in link-up 
with Japanese 


James Boxloo and 
Roger Taylor 

AEA Technology, the 
engineering services com- 
pany which holds a patent 
for lithium battery technol- 
ogy, is to produce its own 
Uthiom-lon batteries in a 
£l2m ($20m) venture with 
two Japanese companies. 

AEA will own 55 per cent 
of AQM Batteries, wUdh It is 
forming with Japan Storage 
Battery and Mitsubishi 
Materials. Ttie venture is set- 
ting up a plant at Ihurso in 
tbe north of Scotiand, close 
to the Etounreay complex of 
the UK Atomic Energy 
Authority from which AEIA 
was spun off and privatised 
in 1996. 

AEA is to tackle a previ- 
ously neglected niche in the 
rechargeable lithium battery 
market for tbe defence, com- 
munications and health sec- 
tore. Other lictaiuffl battery' 


producers, which license 
AEA's technology, concen- 
trate on mass maricets for 
camcorders, mobile tele- 
phones and personal com- 
puters. 

Japan Storage Battery, 
which will have 25 per cait 
of the venture, is tte world 
market leader in rectangular 
lithium cells and batteries 
and will contribute its manu- 
facturing skills. Mitsubishi 
Materials, part of the Mitsu- 
bishi Group, will have 20 
cent and supply raw materi- 
als and technology. 

The AGM Battery plant 
will initially employ 130 
people. It will receive £7.2m 
in Funds from the H^hlands 
and Islands Enterprise devel- 
opment agency. A £3.9m fac- 
tory will be built for it by 
HIE and It wlU be given 
£3.3m in grants and loans. 

.AEA shares put on 27V^p 
to close at S12V*p.They were 
privatised at 2a0p. 


BICC reaps Australian gain 


By Andrew EdgecRffe-JolHison 

BlCC, the cables and 
construction groiqi, will col- 
lect about £47ni <37nn) for 
selling its remaining stake 
is Metal Manufecturers, its 
81 per cent owned Austra- 
lian subsi(ilaiy. 

BICC announced six weeks 
ago that it was parting com- 
pany with Metal Manufac- 
turere In a deal iriiicb saw it 
take iUIl control of the 


ttohling business, while leav- 
ing the remaining building 
and electrical businesses in 
a stand-alone Metal Manu- 
facturers. 

At the time, BICC offered 
Metal Manufacturers an 
undisclosed cash payment, 
and the Australian company 
bought back TQm of BICGs 
U6m shares in Metal Manu- 
facturers. 

Yesterday. BICC said it 
had agreed to sell the 
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remaining 46m shares to JB 
Were for A$2.12-a-share. with 
a view to JB Were selling 
the stake in the AustraUan 
marteL 

The sale and buy-back 
agreement irili therefore 
result in a cash payment by 
BICC Australia to Metal 
Manufacturers of abont 
A$12Sm ($77m). 

The transactions are om- 
ditional on approval by both 
companies' shareholders. 


Nonce of Convereion of 
iiuerest Buis lo Fioanng Rare 

BARCLAYS BANK PLC 

m. 150,000,000,000 

9.20% Fixed Rst^Floatii^ 
Rare No«s due Juae 2004 
Nodcr is faoebr gna dme Bstdre* : 
Bank PLC has, in aocndim Kith 

the tenai and coodidana oT die 
ITL ISOdMOJMO JNM >>.30% Raed 
Rate/Fkudng Rur Notes due June , 
2004 iibe *Norea'),ekcudiBeoD- 
toR the in terea batii of the Notes 
tern teed rate to Soaiing lare with 
edecc fioiii and tndudiBg 23td fine 
IVQS. AkXunliii^ cm and ten 
33id June 1998 the Nous wiB bear 
iOKien u six naate ITL UBOR 
plus 40 basis po en a per on 

t he ba si s more paniciil ailysp e LiB ed 
in the terms and etxidid ot B of 
■be Notes. 

AGENT BANK 


BARCLAYS 


Dated 4di June 199S 
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Europe adiiances on broad front 
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By Maiita Dteks^' 
noandal Edtar 

Trans-European equity 
indices rose modestly y^ster- 
day, with the advance 
spread broadly atwftng in/<i^ 
trial sectors despite over- 
night weakness in Tokyo 
and a lacklustre morning on 
Wall Street 

The FTSE Eurotop 300 
index dosed at 124L21. up 
9^, while ' the E u iotu p lOo 
index doeed at SSISjOO, up 
34^. Ihe Ebloc 100 index, 
which tracks companies 
from founder members of 
European monetary iininn_ 
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up 12.34 
income mar- 
generally 
with traders 
release of US 
statisQcs on 
govenmient 
ightly lower on 
ig, with the 
lO-year issue 
It 10C.93 to yield 
4.85 the previ- 


day’s 

was 


iurotop secUns, 
perfbxmlng sec- 
TQ) 3.18 pa: 
BAT Industries 
. toEcn8.58. 
in a bounce frmn 
eakness. It was 
strength in Zurieh 


Insurance, up SfM 8 at Ecu 
573.34 which-'is. merging 
with ^T’s fiMrtrfai arm. 

PapCT and paekieing fol- 
lowed throus^ on Tuesday’s 
Strong perfotn^ee with a 
2.62 per cent rise, reflecting 
ecnatinued hopes of consoli- 
dation in the wake of the 
proposed merger between 
Stora of Sweden and Enso 
Oy ot nnland. BIC rose Ecu 

15 to Ecu 7258, while Stora < 
A shares wa« Ecu 15 ahead . 
at Ecu 1&47. UPM-Eymmene ' 
finished at Ecu 27.12 .up' 
Ben 05 

The automobile sector 
recorded a 2.08 pear cent rise 
helped by Volkswagen, up ' 
Ecu 33.7 to Ecu 77159, a^ 


Peigeot, iq) Ecu 47 to Ecu 

.idkswagni was helped by 
rejoits that it had agi^ to 
cooperate with Porsche to 
Jon^ dev^op and produce 
(^-ro^ vehicles. 

Tdecommunications rose 
]86 per cent, with KPN up 
Icu 1 at 51.43 and 
.France Telecom Ecu 1 
ni^ier at Ecu 5458. 

Other sectors which per- 
fdrmed well included food 
n tailers, up 1.68 per cent, 
li e insurance, which was 
a lead 1.88 per cent, and 
i vestment companies, 
\ 3ich rose 152 pw eant. 

The only pow periorming 
i ctor was other financials. 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries lead prices downward 


GOVQfNMmB^^^ 

By Jeramy Grant in LondoB 
and Jol» labalB in New Vuk 

Markets were muted 
yesterday as major curreti' 
cies faltered against the yen, 
sbaie markets moved hisdier 
and tbmre were few economic 
data releases to brighten up 
a sp^ of dull tradl^. 

European bonds fell 
largely in sympathy with 
weakness in 17S Ttieasuries. 
but there was scarcely any 
news, particularly on emeig- 
ing markets, to shift prices. 

Economists said underly- 
ing sentiment was still 
stro^ but persistent talk of 
possible support for the yen 
helped reduce interest in US 
TTeasnries. 

The US said this week 
there was no change in its 
current view of the dollar/ 


yen rate, altbou^ monetary 
officials In Tokyo have 
expressed almost daily con- 
cents about yen weakness. 

“It seems as though the 
heat’s tum^ up a bit and 
we're getting some com- 
ments that are a little more 
yen-friendly, so the appetite 
for Treasuries near-term is 
not too great." said Jam^ 
Mitchell, at Nomura. 

In addtion. tradera noted 
that upward movement in 
Treasuries mi^t be limited 
in the short term as the mar- 
ket tested resistance to 
lower yields on the 30-year 
long bond, with 5.7S per cent 
seen as the key leveL 

US TREASURIES feU In 
quiet trading, with little eco- 
nomic news to spur prices. 
By early afternoon the 
benchmark 30-year bond was 
down ^ to 104j|. gpniWng the 
yield up to 5E15 per cent 


US investors 
buy Fannie Mae 


jWm^TjpNj^ 

By Edward Luce 

Fannie Mae, as expected, 
came to the market ^th its 
first seven-year benchmark 
issue, in a global offering 
largely distributed to US 
investors. 

An official at Goldman 
Sachs, joint lead with Merrill 
Lyndi and J.P. Morgan, said 
the offering had particular 
appeal to investors given 
the absence of any Treasury 
ftmding in that maturity. 
“This is viewed as a Trea- 
sury surrogate," he said. 

In addition, investors in 
Europe remain nervous 
about the strength of the US 
dollar market, given the 
spate of generally unsettling 
news from Russia, indcmesia, 
Japan and the Indian sub- 
continent over the last few 


weeks. '“Rie US market has 
a nune confident and posi- 
tive tone than elsewhere," 
said an oCiciaL 

The bonds, priced to yield 
21 basis points over the May 
2005 Treasury, tightened 
after launch to a spread of 
20.5 basis points over the 
benchmark. The offering 
means Fannie Mae has a 
complete yield curve in 
hflftphniarlf OOteS nOgiDg Up 

to 10 years. 

Elsewhere. RUSSIA’S 
$1.2abn offering was well 
received by international 
investors, tightening by 
around 20 basis points from 
Its initial launch qtread of 
650 points. The five-year 
bond, lead-managed fay Gold- 
man Sachs, was launched at 
a significant pick-up to the 
secondary market yield 
spread of existing Russia 
rfniiar benchmarks. 


Shorter term issues also 
fell, with the lO-year note off 
A to 100^, yielding 5.583 per 
cent, and the two-year note 
down ^ to 9^. yieldfrig 
5.550 per cent 
“One thing that drove 
prices hi^er late last week 
and early this week were 
problems overseas. It made 
the maricet look like a safe 
haven," said Kevin liogan. at 
Dresdner Kl^wort Benson. 
“A lot of that has dissipated 
in the past day or twa" 

The week's most keenly 
awaited report, of May 
employment data, will be 
released tomorrow. “There’s 
a general expectation that 
job growth will slow in the 
May report," said Mr Logan. 

The May employment data 
are especially difficult for 
analysts to predict due to 
benchmark revisions done 
once a year. 
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The consensus forecast is 
for payrolls to liave risen by 
225,000 in May, below the 
average for the past 12 
months, but analysts are 
ei^iected to study dwly the 
report's wages component 
for signs of infUliooary 
pressures. 

UK GILTS had a lacklustre 
day ahead of today’s 

aiir> /t nTi<«oma« * by thn Rank 

of England of the results of 
its monetary policy cmnmit- 
tae (MPQ meting. 

The September gilt futnre 
drifted in a 22 point range 
throu^ut the day, settling 
down Q.13 points at 106.88. 
Volume was meagre at 6,000 
contracts traded. 

AU-hniig h the British man- 
nfacturing sector has 
entered a slowdown, which 
is seen as a significant factor 
in fevDor of keeping interest 
rates unchanged, economists 


said thau Is some nenous- 
ness over whether the tom- 
mittee might have addted 
a more hawkish view on 
Inflation. \ 

“There's certainly 
uncertainty surroundlnut, 
but most people arml 
lookifig fbr a change,'* »d 
Phyllis Reid, intematioiU 
bond strategist at Barelas 
Capitai. \ 

GERMAN BUNDS al^ , 
weakened, dragged down bs 
US TrBasuries as the msarkMi 
waited for the release of GerJ 
man flrst-qaarter gross I 
domestic prodimt data tod^. 

Most analysts are expea- 
ing data showing GPP 
jumped to 3.6 per cent, fron 
2A per cent in the last quar- 
ter of 1997. 

The June lO-year bmd 
fhtures contract settled at 
iaao2, down aoB from fis . 
previous day's close. I 
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An official at Goldman swit<±ing out of existing (tfyesterd 
5Ui-hs said the success of the bonds Into the new, higher- Russia 
issue demonstrated investor yielding paper. return to 

confidence in Russia. But The spreads on Russia's in the n 
others said that much of the five and 10-year dollar bonds emerging 
demand came from investors widened after the launch issues are 


of yesteedafs offering. 

Russia Is expected to 
return to pe bond markets 
in the nv future. Oth^ 
emerging market sovereign 
issues areim hold. 


Borrowing 
backed 
by VAT 
rebates 


By Jeremy ftant 

Debt maritets yesterd^ saw 
the Etst transaction involv- 
ing the seciuitlsetion of 
value-added tax rebates with 
tha launch of a $lOOm boir- 
rowing by DublUi*based 
Meridian VAT Reclaim. 

The company Is an agent 
for corporate cheats In the 
. recovery cf VAT incurred in 
Ithe UK, France, Germany 
Land the Netherlands. 

1 The three-year financing 
nxudnire. arranged and prl- 
iat^ placed by Greenwich 
NstWest win tonn part of a 
prepa y ment fociUty that wiR 
allow Meridian to pre-pay 
VAT refonds against claims 
due fhxn VAT authorities. 

The fecility carried a cou- 
pon to Libor. 

^ Previously. Meridian has 
repaid VAT idiate daims to 
pu f*- tha fUndS have 
been recetvBd, a process that 
'00k up to monfils. 

‘All customers will now 
dgn a prepayment fecility 
vhh Meridian, which will ' 
aeass VAT claims and pass | 
I tlem to the special purpose 
! vdiicte. I 

I The company, ratahWahad I 
I ir l9Bl. is the world’s largest 
I VLT recovery organisation, 
smart Lammin, associate 
dhactor at Greenwidi tfet- 
W«t said securitisation of 
VJ.T receivables had not 
betn attempted before 
beause of the small siae of 
coupanies involved in the 
VA? refemd busineas, 

“ho one has been big 
9001^ to do it If you look 
at Meridhm, its five to six 
years did. You need a trade 
record to convince the rating 
ageaeea to get it secured. 
AH thrt lalfoa tfma .** 

He said tiie seeurttisaticoi 
was a\ywpH gt buUding up 
Meridien's client base latiiar 
than bdlance-sbeet xestructr 
uring. 


East German 
group to 
launch BPO 


By nederick SffifflnanD 

East German todustry is 
fftairing a rare agiearance on 
the Frankfurt Stock 
Exchange this ipiDth with 
the initial publicoBding of 
22.7m Glares in Jemptik, the 
j technology group md one of 
! tbe tegioa's few compa- 
I nies to have surnved the 
transition from conmoflisin. 
j Jenoptik. whose nterests 
the coDStnctioii of 
I “clean buildup" for the 
computer componeits, tele- 
. and photo-eleitronics 
ipringti-iiy, has anno meed a 
I price range of DM28 1> DM34 
for the shares. 

The offer is set to c]«e on 
June 12 and trading is opec- 
ted to begin on June Iff The 
issue is being handled by a 
consortium of 11 Gernan 
and international banks, led 
by Goldman Sachs, Cim- 
merzbank and Landesbink 
Uessen-Thiiringen. a 
regional state bank. 

This Is not the first ast 
German IPO. but is easly 
the largest. Based on tie 
indicated price range, t 
could raise up to DM772& 
(S433m), 

The shares are being sole 
by -the state of Thuringia, 
which bolds d&l per cent of 
Jent^tik. and a consortium 
of regional state banks, 
which tolds 34.9 per cent 

The offer wlQ make up 61 
per of Jenoptik's total 
stock and will reduce Tfen- 
ringia's stake to 19.2 per 
font; the banks' holding win 
drop to 8 l 5 per cent 

Jenc^ik is hoping to place 
a significant number of 
shares with domestic and 
international institutions, 
timu^ it sa id it was keen to 
attract private investors 
from eastam Gennany. 


Jenoptik has forecast sales 
this year of more than 
DM3bii and profits of about 
DM75m. prompting the 
pwanr e mi&istry of tbe st^ 
of Thuringia to boast that it 
is the only significantly 
large enterj^ in east Ger 
many that genuinely cqiwm 
from tbe region. 

Formed from the. Carl- 
Zeiss-Jena combine, which 
under communism made 
everything from microscopes 
to satellite components. Jot 
optik has reinvented itself 
ciTiw* German o«>flgnHw> 

Many old product lines, 
such as the defence technol- 
ogy that once helped arm 
the Warsaw Pact forces, 
were discontinued as the 
cofflpaiiy refocused on civil- 
ian h^-tecfanology. 

The company is headed bj* 
Lothar SpSth, a former west 
German politician who quit 
as premier of tbe state of 
Baden WOrttemberg' foUow* 
ing a about accept- 

ing fevours from business. 

He drastically reduced 
pay-roll numbers, demol- 
ished out-dated building 
and plant and developed 
property in the Jena regidD, 
where tbe company is tesed. 

He also used money from 
the Treuhand. the federal 
government's privatisation 
agency, to acquire estab- 
lished western companies, 
sriiich he sees as a means of 
moving up the technol(^ 

-hain 

TO keep ahead, Mr 8pMh 
Tin have to keep on moving 
u> ^ technology diain. Tbe 
QCKia in ten dft d to assist in 
rim Bs most of the proceeds 
axe Wmarked fbr a further 
pustm the area cf electro- 
optia which accounted tor 
11 peicent of the company's 
DH24n of sales in 1997. 
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10 YEAR BENCHMARK SPREADS 
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CURRENCIES & MONEY 


Dollar falls as G7 prospects buoy yen 


■Of central Iwmlr ' Intemantinn 

to jatip tqi/the fia g ^n g yen. 

At obe point the dollar fen 
back YL375 to Y1S7.47 dar- 
ing tradi^.m Bun^M ->ut 
it recOTurbi Mmewhat on 
proflttaldng to «*rMf the day 
at Y13S.2R in l- o nfl op, 

IlK iXUark rose oa hopes 

of an fntamatiiimal aid padE- 

age fbr the troubled R»gg»an 
economy. Relatively high 


By Susanna 1^ 

Questions over next week's 
meeting of the Group of 
Seven leading industrial 
nations cootmaed to fixate 
the currency markets ye$te^ 
day. 1110 dollar feU against 
the yen for the second day in 
a row while the D-Mark 
strengthened as analysts 
said problems in Japan and 
Russia w^ expected to tofi 
the agenda when the G7 dep- 
uties meet in Paris. 

In quiet, novous trading, 
comments from Robert 
Rubin, US n^asuiy secre- 
tary. helped undei^ both 

currencies. Mr Rubin eaid he 
remained concerned about 
the weak yen and confinned 
that the G7 deputies would 
-discuss poesible additional 
fiTMocial aid fin- Russia. 

Mark CBflie, international 
ecxmomist at HSBC Mfl ike te 
in London, said Ur Rubin's 
comments had “given 
strength** to the possibility 


POUND SPOT FORWARD AGAINST THE POUND 


bill auctions alen ei gnnlle^ ’ 

that the hnmartiato rtaualna- 

tion of the rouble wias 
looking less likely. Ihe dcd.- 
lar fell almost l pfaTurtg 
against the D-Mark to dose 
at L771S. 

■ Nervous prafit-taking was 
blamed fbr the feU in the 
dollar against the yen. Ana- 
lysts predicted that the site- 
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atiicm would icmaln the same 
Tmtn after the G7 mpgt'mg 
“Ihe market is very nervous 
and win conttame so fix the 
next week- or so,” said An 
OVeOl, -at Goldzziaii RmIwl * 

Analysts remained und^ 
dded wheQier fite G7 meet- 
ing would lead to intervefr 
tion - especially as the 
reca a t dse in the yen had 
taken some of the heat out 
of the situation. However, 
they pohited out that the 
market position supported 
the dollar. 

“At scene st^ Pntaven- 
tion] is inevfiable^” said Mr 
0*NeilL “But there are' two 
problems from a US perspec- 
tive. Firstly, until the Jkpa- 
n^ economy looks better, if 
the 'US came in and it sne- 
oeeded. it could only succeed 
ify hurting the US. 

“Secondly, the US feels 
that they have got Japan in 
a bit of a comer and there is 
a gftnniTM* chance that there 
win he real dgnificant policy 
change after the upper house 
dections on July 5.“ 





■ Sterling fell sharply 
a gainst the ZVMaik after a 
survey showed slower 
growQi in the service sector . 
At (me point ihe pound was 
down more than 2 pfa»Tiigg, 
hut rose sl^dy to end the 
day at DM2J016. a loss of 
just over L5 pfennigs. 

The mcmthly survey of 
puzxfeasing managers by the 
Chartered Institute of Pur- 
phgging and Supply followed 


last week's Confederafion of 
British Industry enquiry, 
which showed a worsening 
outlook for mannfactnrers* 
export projects. 

“These are division two 
statistics, but they support 
the view that the service sec- 
tor side of the ectmomy has 
to slow (town significantly," 
said Marts Geddes, treasuiy 
economist wlfit ABN-Amro. 

He said sterling was 
helped by the market 
waiting for today's 
announcement on Interest 
rates from the Bank of 
En^and. “Sterling would 
probably have fhUen fUrthm* 
had it not been fbr the MPC 

meeting.*' he said. 

“Most people are not 
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WORLD INTEREST RATES 


kMklng for a rate rise, but 
it's felr to say there’s ncxe 
uncertainty this time 
around.” 

■ The New Zealand dollar 
traded around its lowest lev- 
els against the US fbr 
five years during European 
hours yesterday, continuing 
its downward troid, torites 
AckoRf Adams. 

Don Bra^ tile governor of 
the New Zealand central 
bank, told an audience in 
London that he was uneasy 
at the (xnintry's large cur- 
rent account deficit, pre- 
di(Xed to reach 8.2 per cent 
of GDP tins year. But the 
baianna of payments d^cit 
would eventaally cure itseilt 
although he warned the 
adjustmeit could be painfliL 

Mr Brash also defended 
the bank’s use of its Mone- 
tary Conditions Index. He 
told the FT the index should 
be seen as “an influenee“, 
rather than a mechanical 
tool for setting monetary 
policy. 
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CROSS RATES AND DERIVATIVES 
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COMMODITIES & AGRICULTURE 

European natural gas prices forecast to fall 


US data put 
pressure on 
oil prices 

con%'erted Into ingots - are 


By Robert Cwdne 


Natural gas prices in 
western Europe could come 
under sustained downward 
pressure this year, acxordiiig 
to a book on Uie forthcoming 
liberaJisatfoD of the Euro- 
pean gas industry. 

Jonathan Stern, a UK- 
based gas Industry expert 
says growing competition 
between gas supplier to 
Europe will be the fac- 
tor in driving down imees at 
European borders. 


J amaica's bauxite miners 
and refiners have 
reached an agreement 
with the government and 
trade unions to try to restore 
the industry's competitive 
edge and ensure expansion 
of output. 

Rising costs are not only 
threatening Jamaica's posi- 
tion as the world's third 
largest bauxite producer 
after Australia and Guinea 
but also plans by the miners 
and refiners to invest hun- 
dreds of millions of dollars 
to expand and ui%[nide reC- 
neries, which are operating 
at full capacity. 

"The Jamaican industry 
has lost some of its competi- 
tiveness over the past five 
years . . . when compared 
against other producers such 

as Australia. Brazil and 
India." says Dennis Morri- 
son. senior director of eco- 
nomies for the Jamaica 
Bauxite Institute, a state 
agency that monitors the 
industry. There were large 
wage settlements drii?n by 
high inflation and devalua- 
tions of the Jamaican cur- 
rency." 

E^^its of bauxite and alu- 
mina brought revenues of 
$733m last year, slightly 
hi^er than in 1996, and a 


By 2000, big gas producers 
such as Russia, the Nether- 
lands, Norway. Algeria and 
the UK will have new gas 
supply and export pipeline 
capacity totalli^ ;wha cubic 
metres, equivalent to 10 per 
cent cf European demand. 

But much of the spare 
capacity is directed at the 
north-west comer of the con- 
tinent where competition is 

likely to be especially Hence. 

Mr stem pr^icts that the 
first sign of price pressure 
will coincide with the open- 


Jamaica 
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shift of production from 
Jamaica and a loss of mar- 
kets would adversely affect 
the economy of ebe island of 
2.Sm people. 

The tripartite agreement is 
designed to shore up the 
industry's position by 
strengthening co-operation 
and promoting safety and 
environmentaliy friendly 
practices. 

ITie mo\*e to impraw pro- 
ductivity coincides with a 
plan by the refiners to 
increase capacity. Longer- 
term plans aim to lift annual 
refining capacity* by about a 
half to 4.Sm tonnes over five 
years, through greenfield 


ing at the end of this year of 
the UK-Continent Intercon- 
nector Unking Bacton on the 
Norfolk coast with Zee- 
brugge In Belgium. 

Pressure will ^ow as 
three big export lines (two 
from Norway and one from 
Russia) come on stream over 
the next three years. 

Mr Stem believes Euro- 
pean prices could fall by 
2S-30 per cent from 1997 lev- 
els. with competition among 
suppliers accounting for half 
the expected fall. 


expansion and the refurbish- 
ing of plants. 

All this will be meaning- 
less. liowever, if the Industry 
is not globally competitive. 

Says one senior refinery 
official: “Labour relations in 
the industiy have improved 
significantly over the past 
year, wtth signs of some fail 
in inflatiou and an accep- 
tance by unions that there is 
a limi t to what the industry 
can pay. 

“There Is. however, still a 
problem in achieving a com- 
petitive level of productivity. 
Producers are concerned 
that indicators such as 
tonnes produced per man 
hour and the overall produc- 
tion costs could easily slip to 
levels that would make 
Jamaica an unfavourable 
location for expanded 
operations." 

The concerns have not 
adversely affected produc- 
tion, however. Jamaica’s 
bauxite mines last year 
yielded 12.Q3m tonnes. 2 per 
cent more than iQ96. while 
alumina production was 6 
per cent higher at 3.39m 
tonnes. 

The expansion has contin- 
ued in tiie first quarter of 
this year wtth bau.xite pro- 
duction r tttining 1.7 per cent 


The remainder is likely to 
come from increasing com- 
petition for industrial cus- 
tomers In individual Euro* 
pean markets, most of which 
are stiU monopolies, but 
which are being opened to 
competition as a result of 
European Union directives. 

Eimanded short-term trad- 
ing of gas within Europe 
“will contribute significantly 
to the start of serious gas-to- 
gas competition, and the 
emergence of a spot, and 
eventually futures, markets. 


above the corresponding 
period of last year, and alu- 
mina up 2.9 per cent 

“The increase in the first 
quarter was due to hi^r 
operating levels by the refin- 
ers.” said Mr Morrison. “All 
the refineries haw expanded 
capacity and are operating 
at rated capacity." 

Continued expansion of 
output is likely because of 
higher capital investment in 
mines and refineries, he 
says. Befbie 19G8. per capita 


initially in the turthwest Of 
cootineotal Europe", said Mr 
Stem. 

He does not expect conti- 
nental European coontries 
to follow the UK example of 
opening the whole domestic 
gas marked to com^tion. 
He believes most will want 
lower prices for industrial 
consumers, but will be 
unlikely to extend competi- 
tion to the residential or 
small business sectors. 

Mr Stem also expects 
existing gas monopolies to 


investment in the industry 
averaged $25m per year; 
since then ^ has averaged 
$80m per year. 

Tbe Industry is also vul- 
nerable to the vagaries of 
the aluminium market 
because its revennes from 
bauxite and alumina are 
pegged to tbe price of tbe 
metal. Weaker metal prices 
will depress revenues this 
year, but the industry is hop- 
ing that higher output wifi 
compensate. 


defend their positions for as 
long as possible, given that 
present profit margins for 
national pipeline companies 
range from IS^ per cent or 
more. "Margios fo the new 
world of competition will be 
a fraction of what they are 
now.” he said. 

“Competition and Uberalisa- 
tion in European Gas Mar- 
kets“ published by 
Institute of International 
Affairs, lOSlJames^^uare. 
London SWIY 4LB 


There is some optimism, 
however, that the industry 
will deal witii the problems. 

“With the stabOisation of 
the currency and with infla- 
tion contained to single dig- 
its, wage settlements should 
come down, helping overall 
productivity said Mr Morri- 
son. 

“But the industry will con- 
tinue to be affbeted by the 
fact that refineries tend to be 
smaller and older those 
in other countries.” 


MWWETSJ^^ 

By Bary Mead 


Oil prices came under 
miewed pressure yesterday 
following very bearish data 
from the American Petro- 
leum fostihite and the US 
Department of Energy, both 
reporting large Inventory 
builds in primary diesel, 
httaHng- ofl and Jet fuel. 

I Although stocks of crude 
I oil dropped last week by 
i.gsm barrels to 347.Sm bar- 
rels. accojtiing to tbe API. 

I this is still some 24m barrels 
above last year's level. US 
gasoline stocks are now 
21dm barrels. 

On tbe International 
Petroleum Exchange. Brnit 
blend fnr July slid 24 cents 
to $13.90 a barrel at one 
point, but in later trading 
recovered to $14.02. 

The Baltic Prei^t Index, 
the barometer for the 
world's dry cargo freight 
rates, slumped to an ll-year 
low yesterday, to 918 points. 

The fundamental factor 
behind the slide, which 
began in February, is tbe 
economic slowdown in parts 
of south-east Asia, combined 
with a significant increase in 
tbe world's shipping fleet 

SSY Futores. the freight 
brokers, points out that in 
the Paiiamax sector (cover- 
ing ships of SOflOO to 80,000 
tonnes) time-charter reve- 
nues have collapsed from an 
average of $93M in 1997 to 
$7,200 so for this year tbe 
current spot rate is even 
lower, at ^450. 

palladium was “fixed* in 
Londtm at S26i a troy ounce, 
down from Tuesday’s $273 
and the lowest since March 
12 . 

Tbe weakening price was 
seen as a response to reports 
that some simplies of Rus- 
sian palladium sponge - tbe 
form in which the precious 
metal exists prior to being 


reaching Japanese electron- 
ics manufoctuiers. 

Palladium supplies from 
Russia, which produces 60-70 
per cent of world output, 
have been interrupted by 
bureaucratic problems. 

-This is either an indiea- 
tion that the Russians axe 
liviug from band-to-mouth or 
that Norilsk [the Russian. 
Qiine] is adopting different 
selling arrangements." said 
one analyst. 

Oflprice 

2 -maQih torawd IS per land) 


Si 



Oct IS97 S3 JK 

SBWftPtt— Iff 


Base metals moved 
upwards on the London 
Metal Exchange: three- 
month copper closed at 
$1,705 a tonne, up $43. 
although tradeis still felt the 
market to be weak, particur 
larly as the summer slow- 
doKu annoaches. 

Tin. however, rose 
strongly, to $5,900 at one 
stage, a new 4Vryear hi^ 
The three-month price closed 
at $5,980 a tonne, up $1SQ m 
Tuesday’s close. Specialists 
pointed to persistent low 
stock levels and looming 
snpply tightness as being 
behind the bullish mood. 

On Liffe. coffee futures 
continued to climb amid 
moderate volumes, with tiie 
day’s total being 4«245 tots. 
The July contract finished at 
$1,780 a tonne, $14 higher. 


Jamaica digs deep to put 
its bauxite house in order 

The government, miners and refiners have agreed to make 
efforts to restore the industry's edge, writes Canute James 


ERporls ware higfiar last year but a loas of markets would adveraety sfteet the economy 
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ACROSS 

1 Preposterous town plan, 
Mid-Sussex con (8,3} 

7 Weeii in sink (3) 

9 Material placed behind 
home (5) 

10 strong wind covers coast, 
suxTrisfngly, in si^ar (9) 

11 “Kitchen Container, the 
Kettle", a hurried work of 
little artistic value (9) 

1$ Fitter of horse? (5) 

13 Lists batting riimces 1 7) 

15 Sadly, a girl Is cut (4) 

18 Tommy tuck? (4) 

SO trades, we b«ir. to 
join prominent points on 
landscape (3.4) 

28 Fantastic at sex. where 
everything's supposedly 

24 Desperate measure near 
the finish of steealediase? 
(IS) 

26 One makes love in the 
morning (or a grateful 
quickie?) (9) 

27 Up to SQ following sham- 
bolic unit (5) 

28 Slippery makes general 
retreat (3) 

29 The last drink and “hie", 

don's revolving (42-6) 

DOWN 

1 Frank's given job, parking 
and besieOt (4-1) 

2 Scope tops tritmjess (8) 

3 Horse play in Japan? Fm 
not sure (S) 

4 Shakes fril^ hair on 
1^(7) 


5 Disease requiring sick 
notes? (7) 

6 Random screen, say, is 
easenttal (9) 

7 TTny particle supporting 
large weight (6) 

8 The CSrcle Line hypothesis 
(6) 

14 This promise comes after 
the vote (9> 

16 Tad misplaced in Christian 
tyrant (8) 

17 Fm* pmverted views, seardi 
for exaltatim outside tioly 
order (8) 

19 Citadel built is of Greek 
character (7) 

20 Possible site of a Callas per- 
fonnance? (2,5) 

21 Attack walkout (6) 

23 Brush top off to make SOUP 
( 6 ) . 

2S Ancient city held up by 
accomplished ancient 
priest (5) 

Solution 9,698 
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LONDON STOCK EXCHANGE 


Interest rate optimism triggers rally in shares 


FTSEAHMeMtsc 


By Steve Tfioinpson, 

UK Stock Market BIttor 

Evidence o[ a slowdown in 
UK sendees, an area said to 
have been causing inflation- 
ary concerns at the Bank of 
England, provided a much- 
needed boost to London's 
equity market yesterday. 

'nre Charter^ Institute of 
Purchasing and Supply su^ 
vey was interpreted by the 
market as tdriually cUspel- 
Ung any lingering worries 
that UK interest rates might 
be increased by the Bank's 
monetary policy committee. 


The result of the commit- 
tee's meeting will be 
announced at midday today. 

Tliere ware other reasons 
for the return of confidence 
yesterday. Wall Street was 
only modestly lower over- 
night and most Asian mar- 
kets delivered comforting 
performances, especially 
Hong Kong, which rallied 2.5 
per cent. 

And US stocks made mod- 
est progress at the start of 
trading in New York yester- 
day, shrugging aside worries 
atom tomorrow's May non- 
fonn payroll report 

The FTSE 100 index fin- 
ished the day 56.1 higher at 


5,8984. havii^ hit a session- 
high of 5.913.6 minutes 
before Wall Street opened. 

niere was growing excite- 
ment on the FTSE 250 trad- 
ing desks as the index repre- 
senting the second-liners 
moved to within 0.2 of its 
previous intra-day and clos- 
ing record, eventnally finish- 
ing 22.8 hiifoer at 5.920.4. 

Although some distance 
from its previous records, 
the fTCE SmallCap index 
moved up 6.6 to 2.768.1. 

Ixmdon's rally came as no 
surprise to some strategists. 
Mark Howdle. European 
strategist at Salomon Smith 
Barney, pointed out that 


Since March the UK market 
had underperformed the rest 
of Europe by 10 per cent 
5biinmftn bas underweij^ted 
the UK mBifcet since initi- 
ating European strategy cov- 
erage in March. “We now see 
an opportunity to make a 
tactical switch and over- 
weight the UK.** Salomon 
qualifies Its ahift by saying it 
expects UK interest rates to 
fall and sterling to continue 
to weaken. 

Idr Rowdie said: "The UK 
looks the low-risk market of 
Europe at present While 
Other important factors, 
such as demand for equities, 
merger and acquisitions 


activity and earnings 
momentum stiD favour con- 
tinental Europe over the UK 
medium-term, we see the UE 
clawii^ back some of its 
recent underperformance 
over the next few months.” 
Salomon Introduced BPB 
and Lloyds TSB to its model 
European portfolio, instead 
of Akzo Nobel and ING- 
On the technical side, 
chartists at Merrill Lynch 
said any break below the 
FTSE 100 5.700 support level 
“would signal a further 
decline In following weeks, 
extending to 5,300". Merrill 
said that, unless the Dow 
Jones industrial Average 


Boldly stanattM 
TumowrbirNlumwibv 

L-MOO 


moves back above 9,000 in 
the next couide of days, the 
risk in the US Is a further 

5-10 per cent slide - reizace- 
wriAnts to 8,5006400. 

Richard Lake, chartist at 
Biewtn Dolphin, the broker, 
“My short-tenn target 
area of 5.500 to 5,700 for the 
FTSE 100 is becoming much 
more likely. Wall Street 
turned bearish last week.” 

Turnover in equities 
expanded again, reaching 
g20m shares at ^UL hoosM 
by big tedmical activity in 
^idl and after ABN ^mro 
moved into the stodi maiket 
to buy Courtaulds shares on 
hahaif of bidd^ Akzo NobeL 
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Bid buzz 

drives 

MFI 

CmPANlK R^RT 
By Martki Brice and Peter John 

Furniture retailer MFI saw 
heav-y trade of Tm shares as 
a story' went the rounds that 
□tea, the Sweflisb furniture 
store, was running its slide 
rule over the company. The 
talk helped MFI to become 
one of the better FTSE 250 
performers, the stock rising 
5> i to 87* ip. 

The tale marked a change 
from the old chestnut of a 
bid from Kingfisher, down 9 
at £10.80 in 2.3I1I traded. Ana- 
Ij'sts said Ikea. a privately 
owned company started 55 
years ago with a current 
worth estimated at about 
£5bn, would acquire retail 
space by purchasing MFI. 
but they questioned whether 
it would also want the man- 
ufacturing capacit}- that MFI 
possessed. 

One analyst said: “On the 
other hand, it may be the 
best way of realising some 
\-aiue for MFI shareholders 
at this stage in the cycle." 

Turnover in London was 
boosted by verj' heavy vol- 
ume in SbelJ Tran^rt 

One block oE -iSm shares 
went through the eiectroitic 
ticker just after 2pm at 449p 
a share and led to final vol- 
ume of SSm shares. 

Some confusion ensued 
over the origin of the trade. 


The fact that it was marked 
at a couple of pennies above 
the best spread and yet did 
not affect the underlying 
share price suggested it 
might have been a wrongly 
printed trade. 

However, the stock 
exchange said tiie trade was 
correctly carried out at a 
realistic price and repre- 
sented an equity swap, ini- 
tially booked in dollars. 

It is believed the trade rep- 
resented one side of a stodc 
lending deal that will not 
result in a permanent 
change in oumership. 

The shares ended the day 
Oat at 447‘'»p with pressure 
from slightly discouraging 


FT 30 ffiOEX 


American Petroleum Insti- 
tute data and a fire at one of 
its Rotterdam refineries. 

API figures showed a rise 
in gasoline stocks and ana- 
lysts said they should have 
been lower because of the 
increase in driving seen dur- 
ing the summer. 

The data had more of an 
impact on BP, which is more 
geared to the untferbing oil 
price and which endto a net 
S' a lower at SSXVap. 

Courtaulds fell sharply in 
spite of some very heavy 
buying as the market 
decided that the white flag 
bad been raised before the 
hid battle began. 

PPG of the US announced 


Best and woist IMS rwiiduy FTSE sectois 


FUTURES AND OPTIONS 



Jm3 Jun2 Jiii 1 May 28 Mar 28 Ir V> 1*92 ‘Uw 

FT 30 3IIS8.B 3838J JSSao 3821.7 3B34S 2971.5 382U 3819.3 

Oia ilv yaU 2X7 £89 298 189 248 368 422 279 

PIE nbo net 2396 2365 23.76 23X1 2389 18.B3 SXI 1SX0 

nE nW IS 2175 2364 23X5 2360 2368 17.84 25.19 IS71 

FI ID W emUK Hgl 39613 ll/QSflS IM 494 iSffiMD 0* 117.% 

FT 30 maif daogps 

Opn 0 10 11 12 13 14 15 15 Mm Lw 

38316 roat 383BX 38399 36412 38509 38552 3854.1 38474 3899 3819X 

O PT9 iS— Da u l LMW m M mbb OWM. IflM 


STOCK MARKET TRADING DATA 



Jui3 

Jiffl 2 

Jun 1 

an 29 

Ntar 28 

Vr ago 

SEAQ hcgokis 

64X95 

60,116 

62101 

65X67 

67X46 

42X67 

EtFiNT ttmnnr mmi 

. 

. 

- 

. 

2B25X 

ZSTOX 

tony togafeBt 

■ 


- 

. 

49.407 

39X18 

Shares badad (rntr 


- 

- 


739X 

7014 

Tow rearttet baoreBt; 


00,996 


SBJOS 

Sian 

- 

Total Iwittiw 


4I06X 

3544.7 

47883 

4166.5 

- 

TUal dn feaded inn 

9iir 

9113 

9672 

1154X 

990X 


111118110611 nrnonr (Eml 

27.7 

3BX 

86 

3fX 

315 

IX 

TraoeioilM tan lodad 

5X51 

4XS0 

4X19 

12X13 

11,730 

1.697 


tcdD«g u s u MrtM nl Mm Dot uMg M M aw ‘U.agriMlsstatURMB 

MB wa rtD C MM 

U Ixoctoi martal data 

OnsaMMV 52 ttak Mgta aM Ion IBffi&i 

TDBi nsB 829 Tow MiFts 169 Total OB 

Total Fan 6B4 TUW IMS 49 CSb 

Sam M71 Pills 

in 3 *Data basH Bi GqoilT Wares asM on Hb Lonoan ShBt Saivice. 



62 Mrek feioW did Ion 

teffi&pdlFOidlani 


629 

Toni MiFts 169 

Total ooaincta 

25X59 

EB4 

raw IMS 49 

Ctab 

11083 

M71 


1 Puls 

11556 


NOTICE OF A MEETCVC OF THE HOLDERS OF EACH ISSUE OF {VOTES 
[NOTEHOLDEHS) LISTED BELOW 


Viini h IILHI.ni l.l\KV iha, ., SWiim •>! ih- hJiln- nl faa»l nt W> 

bsii«ll>tii« Illy. llrn-k-tniu l.nrrlnl'ilN-tw lllr/iMrrtuAltfMnIb, ihrr-lrvun 

mu in-l Ill'll nhr fmti ail U- Ii44 at lA,- noe. oa! M* iL&aiw wi 

■■■ 4'i Jiw l'*iM M ikf iThiv.a Unani^nitf, Ttvalvnmn, ul Vn VnrL POBni lol 

iJi \»iiru Inti.inlmmi l^'inkni 1'i.41 lilP fir iflbunchi Dl 

|iir-ili! Ik- kAMini. 1 ,li».nbnim ll.‘-4n,»n> 

IVTHUillltIMRV HFMiLlTlie, 

TILVT 'U h.4.lFr.ii| iIf Vw .aif Ib.. |.««f i,«4ili<irl In llr Tru4 IVml jwl mall^ Innnal 
iVr I'Hri iii.l \lir.rui ■ mm, mix Ixra ..I Vm Nntl iiW Kttnnif TnMirl. WiHn 

Ir.Jir, .oliinl Mi Ih' l.■<ll(+.|Ml .ll llr aif I't llr l.urafi TniMrr i4 u. Ukivl Tm.1 wH 
\.riii, >i,iaM. liiMMir' III , 4iai.MiL S 1 , 1,1 ■i^inilr i|r nf^nminrui i4 Uirmik Tnnir 
■ >»n(vnn I jiiuii.l •. Int'l.r mI ihr inn. .laMiim.it In ihr fra-i IWIm |iLir .ifihr t.iMieg 
Inhlx* M.( hrtH*, niuhnlr ninl .Fcr., • r ll .i ibr |. Mr, nmi ih, f.iniw Tniw,* m rmMln 
iwfi.nii -II.J • imir iii ull nh h .IrxL. iM.inaiimx. mil Mti I. ipq. It MnM.hni.-l In ., In Ir 
rmr>'.in .n . «|m.I^i l.r ..r nn uLmIuI mi llr MiiilnlirnihiMia itf ilu. PMJnunm 
fonb Ihv'.ne n • .nx'iml b< rb- 1 1 ,.ltfi 0 1 fii.rir 

Hr iiip.nivi n‘.|Uiir,l l.n •rli Xbrrutf im.l f.r nin ajlpninril Mrh nri4n,< li rl imi in 
lUnCTiilrfl in' a.uf ^^.rwn Irbn. 

In Ji.'.'.ii.Liii. ' mb . 1 * .^.nirl fwr. ii. ' llr F ij.iiin; Tpih-.' rqwMr. i*i i^mipm rni llr inml. 
.4 llr 

BII'kl4HK Ml 

In n-liip.p II. rwb i. Vt "I Vn.-- lM.>il-+n> ifi. f i..,iiiu Tn-irr lunenw irnr- M.ibplMrr 
..fibail— r Ilf ii< Jiiriiii..i I*. Ir-i.ii ns Ini.rr ni^tr ih 1 pm IVr.| i.MMiiuinffihyl Iim' Hr 
l.■■rv iiu, . 4^—111 .1 rr • iXMir ■ nil ilr iimr niilii-n il hi V Mnnlniax lh-.. 4 Q,r-, *4 llr 
h.+h.r. .4 iliA, l••lr .4lli. N>4#s 

LlirtM. VMIVI'liHL'M 

1 III rlrn^ ,1. -r ll Mis HIM .14,. nnll.. di.iNiNhi* 

i|i a S.iiF(M4.h, •I'huii.. in iR.nil ami «■*- m ifr Mrriine hi |rr4fl niy.i iiiriifcr di ik 
M.idifir • snli'l inr^ *• niUnr iv lalal loiihif .ritirr iir r^ril In a P.iiiB.* V-m 
rbm- M. iM \.iir .1 m .4 nlihh Ir H,4r. n. \ulr 
III* y V4i-lii4ilr, lyy Hnliyid In ynx-l nnif unr y llr Ib-iiiir in |rMr ii«i xilrr 


dyfiia ht. i»ni «4 tyrefr a rin laibi pnM«i rlwn hr nfibe* HimniDia hfabthylf 
or BK a iiosg iwnniin Ina u >«ni>e wwfBnlaa bnniinnaaMh trMndr ririifml 
iifliiMi*.l n/lk- ffb-rau rproM htiaarj a^uuennf f rahnaiK PvwB 

Lith -{raiwd Irbn nr^iiuil ■ pnx< » Mimd lad nw i, ihc MfViBf in 
rvonlian. «iih U. asnfcsmn: 

'4i, Vna''; am. <fi, rb HiWorxbauribr i»bn«ir Pnnq? Sfmn) br hi+rf n, 1 *. wdxir 
Ofrlrr ii. .MirpJ hi hr IJirifil In ■ ilr|«y4iBi« lir -ami fur the pnr^M of 

.4.Qainc rnmsrTniriaMr.<r pibairiniiiainuaKHisinieiiris idihr Menmp |w 
am ii^vimuMm iVtcufi n, bcld rOI iM bo idektd nndl ibe Biirr nf ihr 

nnHaiioBiiitbo^toolBiCli*. if appiribir, no} idlmiiiimnii at nikii Uroiuvr nnd ihc 
.miiilrT III llr lUMf icitifraK.i af. am Im iLon 48 hiur. trloir ibr liar for 
nlwh ibo Meofoe M. rf appirohlr. am rlf wonrai nl .nrii Ihiinigl n cimiiHr4 
ihr sutdc yomniMHi ,nH,|ri|. 1 ryyri nl rr ^ oi I b a r rnC 
■ In nlili la II m h II riiii ;~ fi> i H Tnr ihi ibii -‘uni'i lb ifyiiin n 'qni ir rl ai ilr IfrrTiir fro 
llr pr-syix li ifao Loirrmlmarv Rmrimbm lihr ArapbifPMil mt mil r noo imro 
p.T*im.| ir—Bi twjiboa vntinn rorfiliiair. ir tmn! pmw. or r^HrmiKahvrs anrf hildB 
nr n.|ir-mivif m tir y ^ ot Mi u n . oyt L... ibtf a liror miqrin nf ifav |rfiyn|ml moMioi af ib 
Var. bw dr 1100 hoios imMyoiline U rohm In imiiwm ftmii ,ht moo afpitnirH hr ihr 
Sh-oiiHi a .. im ptos . Hll nr iho 1 fin mg df. Wnri hn niff .mmf aitaamfd thr *udi 

(rpiiiL wa b-inr h— ilu 14 da,* nm l•rr dian 4'J iln-. ami 10 w4i ilor nod |4atc. a. 
mo, lr B|ipniin-I b, llr 1 'haintma uf llr \hmidl ^1 Ihr Rimdann rU tw .n^inlrioil 
.11 ibni y^yifimJ \lmiie :inilKO nf ninrfa ndl Ir D,na lu ih* .IbyrhidilBnJ Tbo i|mirnai 
nil Ir .or >r m-a- frr-m. pmooi hihhaK imias iotn6>aio> ir briw pmiiie. •* 
ff|ao-mia,i,-- 71|,rr c* on Biounuai hi+ina PH|iwrcnoni im ibr moairm. 

\VUL\6ILtn <>P DOtl'UEVr, 

111 r>luluii In roiii id V.io. lahnl Irhir ihr Tnri fWd nnsuouie rimi Inv oomaM 
|rinvM^ mJalan: m h.uii^ ami Ci^nr. a/ ihr TntsI thnd loa, hr impmrd BL aad rOBB 
rmiTieair laal mhrr .braiimt loPuiil n. abmr aaa, bo idnaimil bi Vio^yldrri fmgL ibo 
fnoila-i(nfE>'i.i i4iir rrirvaai P.nan; it^it"! ehxi briim 
PHI>4:iPa. PAV1M, ACI^iiT 
WAi.LMJ 1IIVNT1 TVI '■rraiMFW Of'NRV IHKK 

Hard 4 Jm- ir’M 


nils MiTicv IS iMitinTiWr. ii- Noi'Kiini,nF;Ks xri: in \.ny dui'iit .vs to the xction thev sHOtu) t.vke they should 
c;«iNsi i.'r 111KIK STUCMUtuKKR. i.vwyer. .\(xul’nt.\.nt or other PRun:.ssioN.\L .vuviser wimouT uel.vy. 

la Ihmrai id m. ipirrin, piraw ryalan HlWr IMila Tlwonannil UITI Xt3r40t, Kam iblllliMma MITI XS JOi, Daolrl *«nmF OITI 333 STTb or Daold ManailTI SSaSttI 


DE‘-4:RipTit*\ iTK MrrE.s 


1VM' iM.uji>. 11 1: 

TSIi: l’.l,SLH> I lr«i nnonrliw n 3 
IMt IM.MJUs *lrraRil tiDBiM-Ind 114. 
TVi: PJ.U.K.SV lliird t-biadrlpK HC 
rw: l*.LUJI.s. Fumb h'manrlnR PI t: 
rm r.l.M.IUs. Iinh blMMrlw; PLC 
mr IM.SLH.',. Sloth rniani-iM PLi* 
TMi PJ.M.ILs. Sixraib KhuBrini H 


I^BKTilMnULniW U ar w a y PoHinl l-laallw Rair dor LaBiml 3»8D 
Cer^.VlJinOXOn Monenpr BaHird FlouiBe ttMo Vmc» dur Jol; 3034 
r.BI’SIMlIIIUhKi Mangw Batlrd Flaaiina Hair >oirn dor ]al> 3U.10 
f:ilPI.'in.lHiaiHIO -siloa I'M;- ‘Tfriradi Barkrd FhmliqB Ralr Nain. dor (iMtor SOS* 
CBPSKMIOlUDM Moruopp Barked Floalinp Rale Nnam. dae .\pril SOS'* 
IJLnidddHU,<ni) Uarlmr Barfcrd PlaaliBK Raiv Nova dur .\ihWM SICtS 
URPSIOdWIdMO Sloowaar Barkrd Ploaliui; Bair VMn> dor ianuaia 3lkt<l 
CBPMHMMMjmi SluniMr Barkrd Ploaflap Hair Naim dur .LibiM WKII 


D.\TE OF 
TRI ST DEED 
Sbjinr |4B4 
So Jan- |4B« 
SaJour 1464 
SOjiinr 1484 
3aJiar14S4 
MJunr 1484 

W Jour 1434 

SOjnrl4e4 


•nVIE OF 
MECTLNC 


A wide range of 
newly qualified and junior 


Accountancy Positions 

appear every Monday in the UK edition 
and every Friday in the International edition. 


For more information, please call: 
Effie White on 
Tel:+44 171 873 3456 
Fax:+44 171 873 4331 


tawance 

^^2903 



it had terminated discus- 
sions with DLJ Merchant 
Banking Rartnera mgarding 
a possible joint offer for 
Courtaulds. It has reached 
agreement with Akzo of the 
NethOTlands to acquire, for 
£l7Sm. the coatings busi- 
nesses of Courtaulds, subject 
to Akzo's offer succeeding. 

It was assumed by many 
analysts that Akzo would 
succeed in its 450p a share 
offer for Courtaulds. After 
Che market closed Court- 
aulds said Akzo had bou^t 
40.6m shares - Just under 10 
per cent - at 44Sp a share 
through SBC Warburg Dillon 
Read. 

However, there were dis- 
senting voices. One broker 
said that, unless the bid 
went unconditional next 
week, it still had another 
five weeks to ran and the 
game was not over. Court- 
aulds slipped 2l'A to 444p. 

Growing institutional 
investor interest in informa- 
tion technology stocks was 
highlighted by a series of 
positive broker comments as 
analysts increased their cov- 
erage of the sector. 

The strongest rise of the 
day. In the FTSB 350 was 
achieved by software and 


services group CVG. said to 
be helped by strong buying 
in early trading on the 
Amsterdam catebange, where 
the stock is also listed. 

The shares rose 9.5 per 
cent, or 165. to £19.05 where 
tiiey stood at about 78 times 
this year's fcnecast earnings. 
Mor^ Stanly Dean Witter 
yest^ay initiated coverage 
of the company, and 
attached a price target of £25 
to the shares. 

However, not all analysts 
were so bullish <» the stock, 
with Graham Brown at Suth- 
erlands easing his stance on 
the company from “long- 
term buy“ to “hold” follow- 
ing recent outperformance 
by the shares. 

He said the shares, which 
on Friday went through a 
l-for-1 split, had stood at the 
equivalwt of £14.45 on the 
day of an analysts' visit to 
the company IS trading days 
ago. 

R Gnmp falls 

Meirill Lynch this week ini- 
tiated covers of FI Group 
with a “buy” note that said 
earnings growth at the IT 
services and contracting 
group were forecast to 
exceto 40 pet cent during 
the next two years. The 
shares were off 5 at 687‘/>p. 
where they stood at 30 times 
this year's earnings. 

Mirror Group shed 10% to 
333p as iavestors ffetted at 
the lack of activity from 
Axel i^rLoger of Germany. 

However, rival Daily Mail 
Trust moved forwards along 
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merging with BAT. The 
shares ended the day 2814 
higher at SSlVap on heavy 
turnover of 13m. 

Lloyds TSB improved dli 
to 891'.4p as the market came 
round to the idea that recent 
downgrades were Unked to 
one-off provisions rather 
than a fundamental down- 
turn. 
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Rockv/ci!'s call centre technology 
is helping business boom at Grattan, 
a top UK mail-order company. 
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Moscow and Karachi rises spread calm 


MARKET FOCUS 


WpfpoyERVIW 

A steadier Japanese yea. and 
a revival in the Russian and 
Pakistani maricets created a 
helpful backgrround for 
world stock markets yester- 
day. writes Philip Coggtm. 

Concern about the poten- 
tial effect of a declining yen 
on other countries in the 
region - notably Hong Kong. 
China and Korea - had held 
back Asian markets. 

Russia's woes were high- 
lighted when the central 


bank tripled interest rates to 
defend the rouble while the 
Karachi bourse fell sharply 
after last week's nuclear 
tests. 

But Russia gained more 

than 8 per cent yesterday, 
helped a successful Trea- 
sury bill auction, while 
Karachi jumped 13.6 per 
cent 

European stock markets 
took the hint and powered 
ahead. Paris, Frankfurt and 
Brussels hitting all-time clos- 
ing highs, with the former 


gaining 1,5 per cent Russia's 
rebound also gave a fift to 
the eastern European mar- 
kets. 

"Like sirens to the sailors, 
European equities continue 
to draw investors in with an 
almost hypnotic entice- 
ment," said James Montler. 
global strat^ist at BT Alex 
Brown. However, he warned 
that investora may be tainng 
too much on trust, particu- 
laif y the European corporate 
sector's ability to deliver on 
restructuring promises. 


The group’s preference for 
Europe had increasingly 
resulted from a greater dis- 
like of other world maritets, 
Mr Montier added. 

While BT Alex Brown 
takes a gloomy view. Gold- 
man Sachs strategist Abby 
Joseph Cohen, one of the 
best known pundits of the 
bull market, was in London 
to speak at an investment 
seminar. She said she was 
"optimistic but not exuber- 
antly bullish” about Wall 
Street and she is sticking to 


her end-year targets of 9,300 
for the Bow Jones indostrial 
Average and 1,150 for the 
SAP 500 index. 

Ms Cohen bdieves the boD 
market will continue into 
1999 since she is hard- 
pressed to Snd signs of eco- 
nomic deterioration in the 
US. "It win be a loi:^ time 
before the US Eaces trouble- 
some Tnflatinn OT 
economic or profits growth.” 

At the sazoe seminar, Jef- 
frey Weingarten, Goldman's 
global strategist, said the 


woidd bull maritet bad been 
justified b}' the substantial 
gap between the return on. 
and cost of, capital fw corpo- 
rations. He thou^t this dif- 
ference could be maintained. 

tftan Lxiiucaitratipg 
m geographical asset alloca- 
tion decisions, he urged 
investors to focus on those 
companies with above- 
average returns on equity: in 
many cases, the stock mar^ 
kets had not given these 
companies an adequate pre- 
ndom rating: 


Danish package |i 
weakens shares P- 





Tech stocks Fresh Paris high sets pace 
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Wall Street had a calm, 
though positive session, with 
investors returning to tech- 
nology shares, torites John 
Labate in New York. 

The tone of trading was 
positive as investors e.xam- 
ined TeUabs' |7.1bn takem-er 
of Ciena, the fibre optic 
equipment producer. Ciena 
siirg^ 34''«. a rise of more 
than T per cent, to $6112, 
while Tellabs fell $2^ to 
$63ii. The announcement 
sent many other communica' 
tions shares higher on specu- 
lation of more deals to come. 

Cisco Systems, the leading 
networking product maker, 
rose $}S to STT'.i on rumours 
that the company bad con- 
sidered a takeover of Ciena 
or Tellabs. 

Other networking shares 
were bid higher, including 
Bay Networks, which had 
been considered a takeover 
candidate. Bay rose to 
jSd?-!. 3Com surged more 
tban 8 per cent or Slg to 

ssa. 

Enthusiasm for communi- 
cation stocks did not rub oB 
on the general markrt. how- 
ever, which continued to 
trade in a cautious range. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was 4.23 higher at 
8.S95.47 while the broader 
Standanl & Poor’s 500 index 
gained XM to 1.095.06. 

Strength in the network- 
ing sector helped keep tech 
shares climbing. The Nasdaq 
composite was 930 higher at 
1,771.69. Semiconductor 
stocks were mostly hi^er, 
with Intel up $% to $69' <• und 
Texas instruments ${2 to 
$50^,. Dell Computer rose 
$2‘« to SSS', while Gateway 
2000 gained S2‘« or 4.75 per 
cent to $46\. 


US ITeasuries did little to 
help the stock market with 
bond prices falling back as 
the dollar slipped against the 
yen. 

Traders await the week’s 
most important economic 
report, tomorrow's labour 
report for May. Payroll 
gr^h is ejqieeted to slow, 
but analysts will have their 
e>’es on the figure for 
early signs of inflation pres- 
sures. 

By early afternoon the 
benchmark lot^ bond was 
down S to 104^, sending the 
yield up to 5315 per cenL 

Higher interest rates did 
little to help financial stocks. 
Chase Manhattan fell to 
$1364 while BankAmerica 
was off $n to $8lB- 

Dow components were 
mixed altbou^ a few stocks 
had big gains. General 
Motors was S2‘A higher to 
$75V. whUe AT&T climbed 
$iya to $80^. But Sears Roe- 
buck, the retailer, was down 
$1 to $61%. 

TORONTO made modest 
headway in early trading 
with the 300 comp^e index 
up 139 at 7335.60 at noon. 

Golds tracked the bullion 
price upwards but Initial 
gains were pared. Placer 
Dome added 10 cents to 
C$17JS5 but Barrick softened 
15 cents to C$27.45. 

Among other heavyweight 
sectors, banks were mixed. 
Royal Bank of Canada 
improved 35 cents to C^.65 
while Bank of Nova Scotia 
came off 30 cents at C$3S.4S. 

Newbridge Networks' 
results statement sparked a 
wave of selling and the 
shares lost C$2.75 at C$39.15. 

News that Northern Tele- 
com had taken a 9 per cent 
smke sent Piaintree Sy'stems 
shooting ahead by C$1.10 to 
C$3.(n. 


Sao Paulo drops back 


S.40 PAULO ran into profit- 
taking after Tuesday's near 6 
per cent improi'enient and 
by raidsession the Buvespa 
index was trailing by 166 or 
1.6 per cent at 9.984. 


MEXICO CITY moved 
higher, with Investors taking 
clear comfort from the better 
lone among east European 
emerging maricets. 

At midsession, the IPC 


Record hi^ts were achieved 
in PARIS as the CAC 40 
index rose 56.89 to 4,143.87 to 
set the pace among leading 
bourses for the second day 
running. 

SanoS continued to riimb 
on hopes for drugs sector 
consolidation, jumping 
FFT39 or 5.5 per cent to 
FFr747 as investors took 
their cue from the latest US 
mega-merger in the sector 
between Monsanto and AHP. 
Syntheiabo, its sector rival 
in France, added FFr29 to 
FFrl.059. 

Motors pushed higher, 
notably equipment suppliers. 
Valeo gained FFr22 to 
PFr600 and Michelin 
FFr12.10 to FFr388.6a Peug- 
eot added PFr28 to FFr1303 
but Renault, up some 24 per 
cent at one stage as Gold- 
man Sachs talsed waminpe 
estimates, ended FFi2 softer 
at FFr815. 

Positive news in the US 
and Europe got behind 
Alcatel Alsthom. which rose 
FFr32 to FFr1,302. Among 
smaller caps. Moulinex 
jumped FFrS or 44 per cent 
to FFr1 8240. 

FRANKFURT nudged to a 
record hi^ with the Tfetra 
Dax index up 56.69 at 544042 
at the end of electronic trad- 
ing. Hopes for a confident 
statement at tomorrow's 
annual meeting coDtinued to 
underpin Volkswagen, lifting 
the shares DM63 to DM1428. 
Top of the rai%e first-quar- 
ter results and hints of good 
news to come on the access 
fees sent Deutsche Telekom 
SSpfg ahead at DM4940. 

Utilities were in demand 
following recent positive bro- 
ker comment. Veba added 
DM4Ji5 to DM12A75 and Viag 
DM22 to DM1,103. Construc- 
tion group Hochtief added 
7(^g to DM82.70 after Gold- 
man Sachs increased its 
sum-of-the-parts valuation 
by 9 per cent to DM89 a 
share. 

ZURICH rose 1&8 to 7.676.3 
on the SMI index. CS Group 
was amoGg the more active 
stocks, gaining SPr9.50 to 
SFr334 in turnover of more 
chan SFrlbn in what was a 
largely subdued session. 

SAliGroup. which climbed 
out of the red in 1997. 
bounced Srrl2.50 to SFpMI 
on reports of a management 
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Leftover buy orders sent index was up 7.36 at 4.48747, StrOTlQ rflTlH hoOQt^ Tn^hlirfF 
sJvires higher at the opening althou^ turnover was said ICtilU. UUUolo JU UUig 

bell, but sellers quickly to be relatively light. 


appeared .?nd by mid-aiora- 
ing then* were hea\’y losses 
among bine chips. 

Elctrobros was among the 
heuviest casualties, sliding 
almost 6 per cent to R$3940. 
Telebrns came off 1.3 per 
cent to R$12S.30 and Petro- 
bras 0.4 per cent at R$338. 


Gaincra outpaced losers 36 


SOUTH AFRICA 


Industrials put on 754 at 


stocks to 3 with retail leader 9.1234 and flhandals gained 


Cifra a firm feature. ad%'anc- 
ing 16 centavos to 12.46 
pesos. 

SANTIAGO also made 
progress with the IPSA 
inde.\ adding 0.67 at 88.37 at 
midsesslon. 


A stronger rand and a rising 
bond market sent shares in 
Johannesburg ahead for the 
second day running. 

At the close the all-share 
index was 43.0 higher at 
7469.9. 


151.1 to 13.4014. 

Golds turned lower as bul- 
lion softened. The golds 
index dipped 0.9 to 9034. 

Retailer Pick’n Pay was 
the day's hot stock, jun^iig 
104 per cent to R94Q. 


Profit-takers send Nikkei lower 


ASIA PACIFIC 

Listless trading in TOKYO 
tocJt share prices lower as 
investors turned cautious 
after Tuesday's rebound, 
teriies .Xfichiyo Nakamoio in 
Tokt/o. 

The Nikkei 225 average fell 
207.45 to 15447.00 on profit- 
taking by investors who 
were Increasingly bearish 
about prospects of the Nik- 
kei rising above 15400. The 
key index fluctuated 
between a high of 15,525.52 
and low of 15456.09. 

The TopLx ^dex of all first 
section stocks also feU. los- 
ing 744 to 1405.33. Volume 
remained relatively low at 
3700 shares, although this 
was higher than Tukdav's 
280m. 

Trading was characterised 
by concerns about the weak 
economy and the weak yen 
on the one hand and finning 
demand from individual 
investors, who have become 
incr8.xsingly nervous about 
the stability of overseas mar- 
kets. 

.•4s a result, share prices 
are expected to move within 
a relatively narrow rai^ for 
some time. 

The continuing uncer- 
tainty about .Asian erono- 
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mies weiidied on the market, 
which suffered from a lack 
of incentives. 

Against this environment, 
securities companies contin- 
ued to enjoy buying in the 
wake of Nlkko Securities' 
tie-up with Travelers of the 
US. Nikko was the volume 
leader and gained V46 to 
Y5S6. 

It was followed by Dalwa 
Securities, another candidate 
for a possible alliance, which 
rose \'34 to Y591. 

Issues with hi^ dividends 
attracted attention from 
investors seeking an alterna- 
tive to government bonds. 
Tok}'o Electric Power gained 


Y6S to Y2,730. Oil distribu- 
tors were shunned after 
reports that the sector was 
suflaTng lower sales. Nippon 
Oil fell Yl to Y43(l and 
Shown Shell Sekiyu lost Y90 
to Y610. 

Overall, falling issues 
exceeded risers 771 to 308. In 
Osaka, a similar lack of 
direction led the OSE aver- 
age down 2540 to 16491.78. 

SEOUL rallied ahead of 
today's national holiday, 
clawing back a large part of 
Tuesda>''s 3.7 per cent set- 
back. 

Banks were again in 
demand on hopes for sector 
consolidation. Hanil Bank 
was the day's most actively 
traded stock, risiag Wonl25 
to Wonl.lTO with 7.3m 
shares ehangtwg hands. The 
benchmark composite index 
ended 846 or 2.6 per cent 
higher at 332.46. 

HONG KONG responded to 
a steadier day for the Japa- 
nese yen. 

Brokers said a combina- 
tion of modest bargain-hunt- 
Ing and futures-led short- 
covering was the aiain rea- 
son for the upturn. 

Turnover stayed modest at 
HK$3.7bn. 

HSBC rose aK$5.50 to 
HKS190. China Telecom put 


on 30 cents to HK$13.60. At 
the close, the Hang Seng 
index was up 2214S or 2.6 
per cent at 84^42. 

JAKARTA fell 649 or 14 
per cent to 392.60 on the 
composite index after touch- 
ing a session-low of 384.71. 

Brokers said the pared 
losses stemmed partly from 
comjmnies buying their own 
shares. 

In thin volumes, the buy- 
ing was said to have had a 
disproportionate impact on 
share price movements. 
Indocement, for example, 
rose Rp725 to Rp3400. 

KARACHI continued to 
rally. ‘Ihe lOO index rose 
126.93 or 13.6 per cent to 
1,059.39 With short-covering 
by investors after the recent 
steep falls said to be again i 
supplying the upward 
momentum. ' 

Hub Power, which is 
ap ppflimg against tariff cuts, 
rose RS2.65 to Ss2l.l5. 

WELLINGTON ended at a 
21-moatb low with a steep 
fell for index heavyweight 
Carter Harvey Holt leadii^ 
the way down on the group's 
exposure to Asia. The shares 
declined 12 cents to NZ$2.08. 

The 40 cmiital index lost 
1840 at 2.15^18 in turnover 
of NZS97m. 


strategy aimed at asres- 
sively upgrading earnings 
potential over the next two 
years. Swiss Re added SFcZl 
to SFi3,-183 and Zurich Insur- 
ance S^4 to SFi940. 

ABCSTERDAU firmed after 
trading in a nairow range, 
with the ASX index up 7.18 
to 140743. 

Chemicals were hi£d>er on 
the continuing effects of the 
merger between AHP and 
Monsanto. DSM rose FI 6.70 
to FT20940 on comments by 
Simon de Bree, its ebainnan. 
In an in-bouse magazine that 
it aimed for sales of lObn 
euros by 2002. Akzo rose 
FI 14.30 to fl 44340 after PPG 
said it would not bid for 
Courtaulds of the UE. 

ABN Amro, which is bid- 
ding for Generale Bank of 
Brussels, feD F! 20 to FI 4840 
on downgrades by analysts. 
Credit Suisse First Boston 
reduced its 1998 year-end 
price ta^t from FI 50 to 
FI 45 wbile maintaining the 
stock as a bold; ING Barings 
downgraded the stock freon 
"buy" to •‘hoW. 

Philips fell P15.S0 to 
FI 182.70 on worries over 
Asia's impact on its profits. 
Royal Dutch Shell eased 
FI 140 to FI 11240. 

MADRID finned on small- 
lot baying amjd a t-hiri mar- 
ket. The general index rose 
2.72 or 0.3 per cent to 88336. 
Most investors remained on 
the sidelines as many , 
remained cautious over i 
Asian and US markets. | 

Aigeutaria, the hank, rose 
PtalOO to Ptai2430 after it 
announced a four-for-one 
share split before the end of 
June. Dragados. the con- 
struction company, rose 
PtallO to Pta4,870. 

Endesa fell Pta20 to 


Pta3.600. Fears of over- 
supply under its share oB^, 
which is part at its privatisa- 
tion. weired on prices. 

MILAN firmed thaTiks to 
the strong perfonnanoe of 
telecom companies. The BGb- 
tel rose 182 to 24414 in tUn 
volumes. 

Telecmn Italia Mobile rose 
L383 to L10,678 following an 
analyst iqiigade. while Tele- 
com Italia added L2i32 to 
L13440 ahead of its board 
merting. 

Pirellj rose L106 to L6407 
as investors regarded the 
share price undervalued 
compart wffb other cable 
and optic eipiipnieat makers. 

BRUSSELS closed at its 
third eonseentive high, 
thanks to low long-term 
interest rates. The Bel-20 
index rose 1743, or 04 per 
cent, to 3,28045. 

Getierale Banfc rose BFT175 
to BFr27,150 while Fortis. 


the Belgo-Dntch financial 
group for Generate; 

rose BFrl.lO to BFrl21.30. 
Chemicals and drugs group 
Solvay was the day’s fron- 
trunner, rising 44 per cent 
to BFr2865. UCB added 24 
per ce nt to BFn83450. 

STOCKHOLM was affected 
by heavyweight Astra's 
decline, but the general 
index managed to its 
decline to 141 to end at 
342449. Astra lost SKr3 to 
SKrl5340 on fears of losses 
on inoeased parallel imparts 
to Sweden. Store, which 
azmounced a mmger with 
Bnso of Finland to create the 
world’s largest paper and 
pulp company, lennned trad- 
ing and closed up SKrlS to 
SErl43. The forestry index 
gained 34 per cent 

MOSCOW continued to 
raQy stronglly and the senti- 
ment uptnni for Russian 
equities united over on to a 
number of other east Euro- 
pean stodt marisets. 

BUDAPEST ended 538.15 
or 74 per cent higher at 
7,71848 on the Box index, 
while in WARSAW the Wig 
20 index gained 804 to 
14874, a rise (rf &4 per cent 
> In Moscow, tile RTS index 
put on 1642 to 20947 for a 
two-day advance almost 
25 per cent as mounting 
hopa for a suKnrt package 
from G7 nations allowed 
money markets to subside. 

Written and ^ted by 
/effrey Brown, Emiko 
Terazono and Peter Hall 


Investors in Danish equities 
have been bounced from oim 
imcertalnty to a n other tius 
year. 

A general election in 
Udrob was followed in May 
by an li-day strike that par- 
alysed industry and trans- 
port Th e n came last week’s 
refereodum on the Amstep 
^avn treaty and, finally, this 
'Tuesday, an important pack- 
age of economic measiu^s 
from the government 

The flnanciai markets 
have taken these events 
with ccmsiderable equanim- 
ity although Denmark's 
Nationalbaiik (central bank) 
temporarily raised short- 
term instrumental interest 
rates during tiie strike, when 
there was some selling of the 
krone. 

In the share market there 
was a brief bout of buying 
on Friday to celebrate the 
expected approval of the 
Amstadam treaty, but the 
spree petered out quickly 
and left the all-share index 
subtly lowm' on the day. 

Tuesday's economic pack- 
age, which is qgiiwting in its 
complexity, appeared to baf- 
fle the market at first, but 
yesterday there was a reac- 
tion, with the benchmark 
index failing 1.4 per cent to 
23113. This left the all-share 
index about 5.5 per cent 
down from its April high of 
77844, but Still some 8 per 
omit ahead since the start of 
the year. 

Tuesd^s Eeoposals have 
two implications for equities: 
first, the government pro- 
poses a reduction in the cor- 
parate inemne tax rate from 
34 to 26 per cent in two 
stages - from 34 to 30 per 
cent in 1999 and frtxn 30 to 
26 per cent in 2000; second, 
that the govenunent mtses 
the incentive for using an 
in^vKlual tax-advantaged 
pension savings scheme. 

TO date, shtre investmenis 
under tw* scheme have not 
been taxed on the annual 
yj^ This generated a lively 
interest in equity investment 
among small savera. The 
government has now pro- 
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posed a tax Of 10 per cent Ol 
the yield on these equity 
Investments. 

At the same time it has 
reduced the tax advantages 
of the scheme to the point 
where future savers may 
decide the scheme has no 
point, say tax specialists. 

The effect of tbs two 
<4iang Bg is to Shift the tax 
burden from companies to 
individual investors. The net 
effect, says Mr Morten 
Lynge, «'^hiaf equities deato 
at Den Danske Bank, win be 
sh^dit, but he predicted that 
the chan^ would alter tin 
structure of equity omier- 
sbip to some extent. 

The foreign ownership 
share will rise and the share 
owned by individual Danes 
will fell.” he says. 

Companies with a large 
tax bill will benefit most 
from the reduction in corpo- 
rate income tax, notab^ the 
banks. But because value 
added tax is not paid on 
Rpj^nriai scsvicre, tiie Dan- 
ish government decided in 
the iS8(te to penalise tiie 
banks with a special wage 
sum tax. This Is now to go 
up, end -will ...pafiUaUn. 
counter the reduction in co^ 
porete income tax. 

T^en ovmall, the govern- 
ment measures - which 
were widely welcomed by 
Danish economists * are 
likely to take some steam 
out of the economy. 

Hilary Barnes 
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Maybe ft's because we have built up the professionalism ' 

needed to enhance long-4erm returns for our clients. 

•'a::- 

Or because we emphasize personal client service based - 

rjS: 

on mutual trust Or because we have been successful 

' 

Swiss-based intemationai money managers since 1890. 
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the globe rely on Julius Baer to anticipate and meet their 
investment management needs: in private banking par 
excellence, Institutional asset management, brokerage. 


and investment Funds. 
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